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Abstract 
“Mobile Internet Services Booming” (ComScore, April 9, 2009). 
As of 2007, the number of PC users in the world has exceeded 1 billion and there are 
1.5 billion internet users globally. At the same time, there are more than 4 billion 
mobile subscribers, indicating the vast growth potential for mobile internet, especially 
considering that 58% of the PCs are in market that account for 15% of the world 
population. This means mobile will be the internet terminal for majority of the users.  
Global migration to Third Generation (3G) is also picking up the pace and it leaves a 
huge growth potential for the mobile internet.  According to the analysts, Nielsen 
Online, rate of mobile internet in the UK is growing 8 times faster than internet use on 
computers. Hence, most of the mobile operators are strategically positioning themselves 
to capitalise on this growth of the mobile internet.  
The core business strategy of 3-UK, a leading mobile operator in the UK, is to mobilise 
internet. 3-UK is intending to monetise internet access by their existing and new 
customer base. This project looks at various options where by 3-UK can monetise 
mobile internet. This project includes a detailed analysis of the existing strategy of 3-
UK and recommendations are made. Also, attempts are made to explore any potential 
new business models for 3-UK which could generate better revenue streams. 
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Chapter 1 Introduction 
The mobile phone is certainly the most widely spread technology (Ahonen, 2008). 
Almost every mobile phone user (91%) keeps their mobile phone literally within arm’s 
reach 24 hours, seven days a week and 365 days of the year according to Morgan 
Stanley in 2007.  
There are 4 billion mobile phone subscribers in January 2009 (Source: Tomi Ahonen 
Almanac, 2009) in the world which is 59% of the world population. 
There is no other gadget that is even remotely as widely adopted and spread across the 
planet as the mobile phones.  There is no other communication technology which has 
ever had such a wide reach as the mobile phone. The omnipresent nature of a mobile 
phone, its spontaneous use, its personal and unique nature and its ability to co-create 
and share information are some of the aspects that keep this small item a close friend of 
human beings.  
There are 1.2 billion PCs ( laptops and desktops) in use by the end of 2008 (Source: 
Computer Industry Almanac, 2009)  in the world. 
although mobile phones originated as a means of communication equipment, mobile 
phones subsequently incorporated digital cameras, iPods, GPS ( Global Positioning 
Satellite), TV, PDA ( Personal Digital Assistant) and  Radio to be  a super gadget. We 
can see ever more functionality converging onto the mobile phone in the years to come. 
The table below demonstrates the various revenue streams for the mobile phone market.  
No Content type Revenue as % 
1.  Music 28 
  2 
2.  Infotainment 20 
3.  Images 15 
4.  Games 11 
5.  Video 11 
6.  Internet Browsing 6 
7.  Adult Entertainment 5 
8.  Gambling 3 
( Source: Informa Mobile Market Status , 2007) 
Table 1: Mobile content revenues by type in 2007 
The mobile media is a highly private and very frequently accessed channel.  Some of 
the unique benefits of a mobile phone are: 
1. The mobile phone  is the first personal mass media channel 
2. The mobile phone is permanently carried 
3. The mobile phone is always on 
4. Only the mobile phone provides a built-in payment channel 
5. The mobile phone is available at point of creative impulse, enabling user 
generated content 
6. The mobile phone is the first media with near-perfect audience data. 
7. Only the mobile phone captures the social context of media consumption 
 
1.1 3-UK 
Hutchison Wampoa Limited (HWL) is a leading global telecommunications and data 
services provider operating with a high growth strategy in 14 countries. HWL started  
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their mobile business in 1983  in their 
home market of Hong Kong and now 
serves approximately 28 million customers 
worldwide. HWL’s  telecommunication 
and data infrastructure support offerings 
 
in the areas of mobile telephony (voice and video based multimedia), fibre-optic 
broadband networks, fixed-line services and radio broadcasting. HWL’s 
telecommunications subsidiary is Hutchison Telecommunications International Ltd. 
(Hutchison Telecom) which is listed in the exchanges of both New York and Hong 
Kong. Hutchison Telecom is a leading owner and operator of worldwide 
telecommunications and internet infrastructure, offering a wide range 
telecommunications services in 14 countries.  
Hutchison Telecom is trading its 3G (Third Generation) mobile network and equipment 
under the brand of “3” and has been successfully operating in countries such as 
Australia, Austria, Denmark, Hong Kong, Ireland, Israel, Italy, Sweden and the United 
Kingdom, since early 2003. Hutchison Telecom takes great pride in having been the 
first operator in Hong Kong  and the UK to introduce 3G video mobile services. 
Hutchison Telecom also has 2G networks in countries such as Indonesia, Vietnam, 
Thailand and Sri Lanka.  
After acquiring the licence for 3G network in 2000,  Hutchison Telecom lunched its 3G 
network in the UK as 3-UK in March 2003 (Source:www.hutchison-whampoa.com). 3-UK claims 
that it has 4.8 million mobile phone customers in the UK and Ireland (at 20th August 
2008).  
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3G enables the mobile phone to be much 
more than just an instrument to talk. Some 
of the salient features of 3G are, person to 
person video calls, entertainment on the 
phone, news, information and GPS 
(Global Positioning System).  
 
3G phones are routinely used in conducting business, for example, for video 
conferences with clients, for the sending and receipt of documents, pictures or data.  
Using a 3G phone, it is also possible to conduct financial transactions (this is popularly 
knows as “M-commerce”) while customers are on the move.  Such sample transactions 
will include placing a bet, bid an on-line auction, trade stocks or simply pay for 
groceries or pay for the taxi.  
1.2 Background to the research 
The main revenue stream for mobile phone operator such as 3-UK is the access fee from 
subscribers which is either as a pre-paid or ‘pay monthly’. However due to stiff 
competition and various other factors the profit margin is decreasing rapidly. The UK 
has more than 100% per capita mobile phone penetration and therefore not a great deal 
of scope for more new customers. Regulatory bodies such as the European Union and 
OFCOM periodically make new regulations that have a direct effect on the profitability 
of the mobile phone providers (one such example is the ruling on the roaming change 
within the EU). Such regulations are forcing mobile phone operators to explore other 
avenues in order to generate revenue streams.  
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Mobile phone operators such as 3-UK are offering various other services to customers 
which includes mobile broadband, internet access and many add-on services. These are 
predominantly aimed at existing customers although to some extent to potential new 
customers as well. Global migration to Third Generation (3G) has also been increasing 
the pace and the subscriber base for WCDMA. 3G services more than doubled during 
2006-07 and by June 2008, there were more than 235 million 3G subscribers 
representing more than 6.4% of the world wide mobile subscriber base. This still leaves 
a huge growth potential for the mobile internet.  According to the analysts, Nielsen 
Online, the take-up of the mobile internet in the UK is growing 8 times faster than 
internet usage on computers. Younger web users are also more likely to surf the net on 
their mobile phones than their computers, with a quarter of all mobile internet users 
aged between 15 and 24, compared to just 16% of PC web users. 3-UK recognises this 
big potential opportunity and intends to explore it further. This is where this project’s 
scope commences.   
1.3 Aims and objectives of the research project 
The overall intention within this project is to look at how the mobile internet can be 
made as the next big step forward in the mobile phone industry. Explore avenues on 
how 3-UK can monetise the mobile internet. The Mobile internet is an emerging 
technology and hence there is a need to review existing strategies and look at new 
business models in order to deal with continuing new technological changes and the 
changing customer tastes. The aim of this project is therefore to study and  explore 
avenues on how 3-UK can monetise the mobile internet, reviewing 3-UK’s current 
business strategies and recommending suitable new business models to leverage those 
strategies. 
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Thus, the main objectives of this project are as follows: 
1. To explore monetisation opportunities in the general area of the mobile internet. 
To list out the benefits, problems and the current state of play associated with 
the mobile internet in the mobile phone industry. 
2. To size the monetisation opportunity for 3-UK. 
3. To review the existing business strategy within 3-UK for the monetisation of the 
mobile internet.  
4. To develop an updated strategy for 3-UK to monetise mobile internet. 
5. To identify potentially new business models for the accommodation of the 
mobile internet within the business domain. 
6. To redevelop a plan for the execution of the above developed strategy(ies). 
7. To consider whether the project has succeeded in meeting all objectives as laid 
out above and produce the final dissertation. 
 
1.3 Overview of the dissertation 
Chapter 1 contains the introduction and an overview of the basis for this dissertation, 
incorporating background information about the mobile phone market, Hutchison 
Telecom and 3-UK, and additionally a section explains the aims and objectives of the 
project. Extensive literature research was conducted for this project, the results of which 
are covered in Chapter 2. This chapter also includes an understanding of current trends 
within the mobile phone market as a whole, and the mobile internet market in particular.   
Chapter 3 considers the research methods used within this project, Chapter 4 analyses 
the internet markets and the opportunities for the generation of money from that service. 
Chapter 5 looks at the new business models to accommodate this new technology. 
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Chapter 6 looks at 3-UK’s current and new strategy and the implementation of the new 
strategy. The final chapter consists of the summary, recommendations and a project 
review. 
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Chapter 2  The Current Mobile Phone Market 
Around the year 2000, worldwide, there were approximately equal number of PCs, 
internet users and mobile phones.  Since then total PCs has grown at a rate of about 9% 
from year to year, and the number of internet users has grown at a faster rate of 15% per 
year. However, these figures pale into insignificance when compared with the growth 
rate of mobile phones over the same period. By the end of 2008, there were 4 billion 
mobile handsets sold throughout the world (Source: ChethanSharma Consulting.com).  This is an 
average of 31% year on year growth for this decade. Currently there are over a billion 
handsets being sold annually. It is also expected that the mobile market is likely to cross 
the 5B threshold in 2010. Globally mobile subscribers now represent over 60% of 
human population on Earth. 
The diagram below (Figure 2.1) takes a detailed look at the overall mobile market 
revenue. 
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(Source: Chetansharma Consulting) 
Figure 2.1: Mobile revenue distribution  
Voice calls are a well established, relatively stable part of the mobile opportunity and 
form the lion-share (80%) of the services revenue. However, this is fast changing as 
mobile phones are used for various other purposes such as text messaging, listening to 
music, taking pictures and browsing the internet.   Mobile phones have evolved from 
communication devices into multimedia platforms. Games, images, and ringtones make 
up much of the Mobile phone content market, and the possibilities for mobile video 
have attracted significant attention in recent years. Mobile video is already used for 
short clips of video such as sports highlights. Text messaging still accounts for the 
major share of the data service revenues, although the proportion of  other services such 
as Mobile Music, Mobile TV and video streaming, Voice navigation, PNDs, Mobile 
Games, IMS, LBS, Mobile advertising are gradually increasing. Additionally, although 
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less mentioned, enterprise applications are also being adopted widely as more workers 
become non-workplace-based and organisations seek efficiencies in their operations and 
supply-chains. 
The top 10 mobile phone markets in the world are listed in the below diagram (Figure 
2.2). For both data revenue and Service revenue, the UK stands in fourth position just 
behind US, Japan and China. 
 
(Source: Chetansharma Consulting) 
Figure 2.2: Mobile Markets: The new world order  
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The diagram below ( Figure 2.3) describes the UK market more closely.  
 
(Source: Hill, 2009) 
Figure 2.3: Mobile Audience 3 month average ending October 2008  
Mobile media users are defined as anyone who browses, downloads or uses an 
application. A premium phone category is the smartphone and it needs to have an 
operating system that allows users to install applications (examples are Nokia N97, 
Apple iPhone and the Blackberry). The UK has 123% per capita mobile phone 
penetration (Ahonen, 2009); this means that an increasing part of the population has two 
or more subscriptions.   
The graph below (Figure 2.4) shows a gradual reduction in ARPU (Average Revenue 
Per User) in the UK and 4 other leading European mobile markets (see Appendix J for 
various provider’s ARPU around the world). This reduction in ARPU is primarily 
attributed to a move by subscribers to low cost operators. Figure 2.5 below shows the 
net change in the number of subscriptions  year on year (October 2008) where the blue 
section depicts network operating brands, and the other one depicts the non-network 
operator brands (generally referred as Mobile Virtual Network Operators (MVNO)). 
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(Source: Hill, 2009) 
Figure 2.4: Average ARPU  
 
(Source: Hill, 2009) 
Figure 2.5: Net change in subscriber year on year at the end of Oct 2008  
It has been identified that 75% of mobile phone owners use some form of media on 
their device (Hill, 2009). Also, a notable change identified is that the movement from 
non-connected services (taking photos, listening to music, etc) to connected services 
(e.g. browsing, email, applications). Barriers to mobile internet growth being removed 
due to the introduction of 3G networks and much smarter and faster handsets. Social 
networking is additionally driving growth. The economic recession has the ability to 
change the mobile content landscape for the mobile is fast becoming an essential 
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channel for reaching all digital consumers. Many industry sectors have started using the 
mobile as their medium of advertising to showcase their products and services in the 
UK and elsewhere.  
Detailed market segment behaviour can be seen in the chart below (Figure 2.6). The 
EU5 is constituted by some of the largest mobile phone markets in Europe i.e. France, 
Germany, Italy, Spain and the United Kingdom. 
 
(Source: comScore m:metrics, 2009) 
Figure 2.6: Mobile market segments by behaviour in EU5  
The tops 20 mobile media behaviours of mobile subscribers in the EU5 region are listed 
below in Table 2 for the year 2007 - 2008.  
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( Source:comScore m:metrics, 2009) 
Table 2: Top 20 Mobile media behaviour in EU5 
2.1 Current mobile internet market 
“Mobile phones are cheaper than PCs, there are three times more of them, growing at twice the speed, 
and they increasingly have internet access. Mobile is going to be the next big internet phenomenon. It 
holds the key to greater access to everyone – with all the benefits that entails. “ – Eric Schmidt, CEO 
of Google wrote in the Financial Times on 22nd May 2005. 
“Mobile Internet” is not “Wireless Internet”, there is a clear distinction between these 
two.  The wireless internet can be enabled on any wireless technology, however, the 
mobile internet is distinctly mobile phone based, it is accessing the legacy fixed internet 
from a mobile phone.  
By the end of 2008, the number of users accessing internet content (including WAP) via 
mobile phones exceeded the number accessing via PC as can be seen in Figure 2.7. 
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Content providers and service providers prefer the mobile internet because it is naturally 
built to handle money.  Users tend to prefer services that are mobile rather than those 
are tied to fixed networks.  
 
(Source: (Ahonen, 2009)) 
Figure 2.7: Worldwide internet users by device  
 
Value of paid content on the internet was $25 billion in 2007; 
Value of paid content on mobile was $31 billion in 2007 
Source: The Guardian 24th May 2007 
The main driving forces for the increase in activity on the mobile devices are three-fold: 
1. Better networks in the form of 3G (See the diagram (Figure 2.8) below for UK 
penetration)  
2. Devices with higher processing power are available for mass-market prices 
around the world  
3. Consumers not merely consuming but also producing content at an exponential 
pace. 
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(Source: ChetanSharma Consulting, 2009) 
Figure 2.8:  3G subscriber growth in the UK and worldwide  
According to the industry analyst Ovum, smartphone sales were forecasted to grow by 
18.7 per cent over 2009, against a global year on year decline of 9.1 per cent in overall 
handset volumes. This must be read in conjunction with the fact that the average 
replacement cycle of a mobile phone is 14 months where as for a PC it is 42 months 
(Ahonen, 2008). A major smartphone boom was popularised after Apple’s  iPhone was 
introduced in 2007 and this clearly changed the dynamics of the mobile market and how 
consumers view their mobile devices. It is interesting to note that on such integrated 
devices, consumers only spend less than 20% of their time on voice and the remainder 
of the time on other applications and services (Chetan Sharma on his blog site at 
chetansharma.com). Such a shift can also change the service provider’s business models 
and how they run their business and their plans for future growth. Mobile media and 
data services are the only driver for growth as voice revenues plummet worldwide 
especially in markets where the penetration rate is more than 100% such as UK.  
Opportunities for exploiting mobile media remain strong. The ecosystem needs to worry 
about meeting the expectations of the consumers though, hence huge invest in 
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infrastructure, developer ecosystem, and a continuous flow of new and improved 
handsets to keep up with the growing consumer interest, is warranted. It is clear that as 
digital media consumption grows, the mobile will be at the centre of the digital 
evolution. Apple’s Appstore (iTunes) has been a huge success story (1billion downloads 
across 37M devices) whereby thousands of applications are directly delivered to a 
consumer’s handset. This made it easier and lucrative for any individual developer in a 
garage to launch new applications and deliver to millions of customers all over the 
world. 
2.2.1 The UK mobile internet market 
The UK mobile internet market has grown steadily over the past few years posting a 9% 
increase in the 12 months ending July 2008 as can be seen in the graph below ( Figure 
2.9). With the increased uptake of smartphone devices, one would expect a similar trend 
in mobile internet usage to occur over the years to come. 
 
(Source: comScore M:Metrics MobiLens survey, 2008) 
Figure 2.9:  UK internet mobile users Jul ’07–Jul ‘08  
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These figures suggest that the mobile internet already has a reach of 25% of the total 
UK population aged 13+.  The gender split up on this is 59% male and 41% female 
according to comScore. The demographic profile of the mobile internet audience is that 
users aged 35 or less accounted for well over half (56%) of the total users. Users aged 
25 or less accounted for 30% of the total users, aged 25-34 for 26%, aged 35-44 for 
23%, aged 45-54 for 11% and users aged 55+  for 10% of the total users. 
 
(Source: comScore M:Metrics MobiLens survey, 2008) 
Figure 2.10:  Total UK smartphone subscribers Jul ’07–Jul ‘08  
Smartphone usage represents an important cornerstone in the development of the mobile 
internet. The audience for smartphones grew 54 percent in the UK from July 2007 to 
July 2008 as seen in the graph above (Figure 2.10), increasing from 3.7 million to 5.7 
million mobile subscribers, while the audience for the traditional phones posted a mere 
1 percent growth. As UK mobile subscribers continue to upgrade to new smartphones in 
greater numbers, one would expect more people to access the mobile internet over the 
coming few years. 
According to comScore M:Metrics data, not only has the number of smartphone 
subscribers increased, but also the number of smartphone users who used their mobile 
device to access the internet has increased rapidly during the past year, growing a 
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staggering 163% to 3.1 million visitors between June 2007 and June 2008. The most 
popular mobile internet domain for UK users is Google, with over 2 million visitors 
during June 2008, followed by bbc.co.uk (721,439 visitors), o2.co.uk (650,576), 
yahoo.com (631,872 visitors), facebook.com (600,086) and three.co.uk with 484,649 
visitors. 
Table 3 below lists some of the top actions  that smartphone users performed on the 
mobile internet during a three month period ending January 2009 by owners aged 13+ 
in the UK .  
Activity Percent of smartphone 
users 
Percent of all 
mobile phone users 
Accessed news/info via 
browser  
48.0 19.8 
Accessed e-mail  35.4 13.1 
Listened to mobile music  40.5 22.6 
Accessed news or info via 
downloaded application  
22.1 6.3 
Accessed social networking 
site  
29.6 12.7 
Accessed weather update 26.1 9.2 
Used web search  31.9 12.3 
 ( Source: comScoreMobile, 2009) 
Table 3: Top activities among all smartphone users 
Some notable statistics from January 2009 by comScore include, 1.1 million UK mobile 
phone subscribers visited YouTube.com and 4.8 million UK mobile phone subscribers 
used their phone to watch any type of TV or video.  It is also noted that by the end of 
November 2008 (3 months average), the percentage of mobile social networking users 
  20 
who exclusively used social media stood at 29.7% which is a 167% year on year 
increase, corresponding to 9.2% of the total mobile phone users. 
2.2 The research question 
The research question in this project was  
 “What strategy must 3-UK adopt to monetise the mobile internet? “.  
In order to answer this question, the project  commenced with the exploration of mobile 
internet and its future in the mobile world.  
2.3 Summary 
3-UK is a mobile phone service providing organisation whose operations were 
discussed. A literature study was carried out to research the current mobile internet 
segment and explored its future development potentials. The different dimensions of the 
mobile internet were considered with their relevance to UK mobile market as well as 
major development in the mobile internet arena on a global basis in countries such as 
Japan, South Korea and Finland.  
The focus then moved onto incorporate different business models that have emerged 
due to the ongoing technological advancement and also from the varied customer 
behaviour / interest.  The latter part of the project concentrated on different strategy 
perspectives that 3-UK might adopt to formulate the future strategy in order to monetise 
the mobile internet. 
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Chapter 3  Research Methods 
This chapter considers some of the different research techniques adopted in this 
project in order to achieve the preset objectives.  
3.1 Research techniques 
3.1.1 An extensive research of the literature 
Research of the literature clarified important issues and identified what others have 
done so far on this particular topic. The lliterature review was intended to build up 
basic background for this project work as the author is relatively new to the topic of 
the project.  Most of the literature research for this project has been done 
electronically (using the World Wide Web and the university library website). The 
major steps in literature research required here have been: 
• Identification of the domain 
• Document Studies 
• Review of the information gathered 
 
There is large amount of information on the mobile phone industry and the mobile 
internet in particular. However, considering that the mobile internet is still a new and 
growing sector, much information is contradicting and confusing and there is not 
adequate substantiating evidence available. Hence, one needs to take care when 
identifying and interpreting the information gathered. This literature research also was 
helpful in assessing what other research methods and research strategies should be 
employed in studying this area, and above all, it provided a solid foundation for this 
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study that a reasonable understanding of different theoretical frameworks as well as 
the state-of-art of mobile internet industry. 
3.1.2 Structured interviewing 
The research interview is a prominent data collection strategy in both quantitative and 
qualitative research, and the interview for this project took place at the 3-Uk’s office 
at Maidenhead on 12th March 2009. The interviewee was Mr. Mony Kochupillai who 
works for the strategy department of 3-UK.  During the interview Mr Kochupillai 
described the need for 3-UK to move to the mobile internet and shared quite lot of 
background information on his organisation and also on the mobile industry in 
general. This interview and subsequent interaction with him has been a very fruitful 
source of information for this project.  
3.1.3 Secondary analysis and official statistics 
This research technique explored possibilities associated with the analysis of data that has 
been collected by others. These are predominantly the secondary analysis of data collected 
either for commercial or research purposes by other people or organisations. ComScore Inc is 
a pioneer in data gathering and is publishing statistics in the mobile phone industry. 
ComScore also regularly publishes white papers and press releases containing vital industry 
statistics (e.g. Comscore benchmark report). The blog sites of many of the industry ‘gurus’ 
are very useful places to learn the latest developments within the industry. A list of blogs and 
websites used for this project is provided at the end of the report under the section Useful 
Websites and Blogs.  
Tomi Ahonen’s Almanac 2009 reviews the mobile telecoms industry with January 2009 
statistics, covering all significant aspects and has been an invaluable resource for this 
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study. Similarly, Chetan Sharma Consulting based in the US releases periodic Global 
wireless market data analysis. This includes past performances, current statistics and 
future trends within the mobile phone industry. Morgan Stanley, Nielsen-online, 
Juniper Research and Mobile Marketer are some of the other important sources of 
official market data used for this project.  
3.1.4 Content analysis 
Content analysis is an approach to the analysis of documents and texts (which may be 
printed or visual) that seeks to quantify content in terms of predetermined categories 
and in a systematic and replicable manner. It is a very flexible method that can be 
applied to a variety of media and the relevant ones to this study are: 
o On-line video sharing (Youtube.com) 
o Digital media (online news service) 
o Print media 
o Internet discussion forums 
Youtube has been a great pool of resources with videos of interviews with gurus in 
the industry, videos of speeches by industry leaders and also videos of conferences. 
Both digital media (bbc.co.uk, ft.com or economist.com) and print media ( Financial 
Times or The economist) have regular sections on technology and the mobile internet 
is often discussed at length as an emerging technology. Similarly there are various 
online discussion forums where in leading thinkers in the industry discuss various 
issues or trends affecting the mobile internet.  
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Chapter 4   The Mobile Internet – still uncharted territory? 
This section deals with both technical and business aspects of the mobile internet, 
explaining from the perspective of how the mobile internet can be explored for the 
benefit of a mobile phone provider and its customers. The main direction of the study 
is the degree of feasibility of making mobile internet part of the regular revenue 
stream for a mobile phone provider such as 3-UK.  
The mobile phone is the most widely used technology today. Globally, there are 20 
times more mobile phones than Playstations; 30 times more mobile phones than 
iPods.  It is a universal gadget and has now become the newest media channel.  The 
first media content to ‘discover’ mobile phones was music, around ten years ago, and 
today over 31% of all music sold world wide is consumed on mobile phones.  Video 
games form the second category of media content and over 20% of that industry has 
migrated to mobile phones.  Television, news, social networking and even internet 
services are now accessible via mobile phones (Figure 4.1). Advertising is also slowly 
moving onto mobile phones.  
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Mobile Content revenues by Type in 2007
Music, 28%
Infotainment, 20%
Images, 15%
Games, 11%
Video, 11%
Browsing, 6%
Adult Entertainment, 
5%
Gambling, 3%
Source: Informa mobile market status 2007 
Figure 4.1:  Mobile content revenues by type in 2007  
 
The following are some of the compelling statistics relating to mobile phones and 
their future potential usages.  
“17.2% of American mobile phone owners had received ads. 75.4% of Spanish 
mobile phone owners had received ads.” (Source: M:Metrics, October 2007) 
“439 million people bought newspapers globally in 2007.” (Source: Deloitte media predictive 
report, 2007) 
“798 million, 24% of mobile phone owners are on mobile internet in 2007.” (Source: 
Informa, 2007) 
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Figure 4.2:  No of digital media users worldwide  
The above graph (Figure 4.2) displays an evidently huge increase in the number of 
mobile internet users and a slightly more modest increase in the number of data-
capable mobile phones worldwide. It is also interesting to note that on such data-
capable mobile phones, consumers only spend less than 20% of their time on voice; 
rest being spent on other applications and services. This shift in consumer behaviour 
is changing the service provider business models and how they run their business and 
plan for future growth. Mobile media and data services are the only driver for growth 
as voice revenues plummet worldwide. 
Internet usage via both the PC and via mobile devices has grown steadily in the UK in 
particular during the past years, as has the number of mobile phone subscribers using 
their phones to access the internet. Also, as mobile internet usage becomes more 
popular in the UK, today’s early adaptors – a the relatively young and male-
dominated mobile internet audience - will give way to a much more diverse user base 
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and thus further increase the online population. The key factor in this increase has 
been identified as the boost in uptake of smartphone devices which looks set to 
accelerate this growth even further. With smartphone usage growing so rapidly 
combined with the fact that smartphone subscribers are twice as likely to use their 
phone for online purposes, this technology offers a gateway into an affordable and 
accessible mobile internet that was previously unavailable in the UK. 
According to industry the analyst Ovum, smartphone shipments were forecasted to 
grow by 18.7 per cent over 2009, against a global year on year decline of 9.1 per cent 
in overall handset volumes. Smartphone shipments are forecast to continue at an 
annual growth of 19.5 per cent through to 2014, at which point smartphones will 
account for 29 per cent of the total global handset market, Ovum said. Smartphones 
can be used for various purposes other than making and receiving voice calls and 
sending and receiving SMS. The following section considers various other 
applications of smartphones and the future direction of smart mobile phones. 
 
4.1 Corporate use 
The emergence of the mobile enterprise is the most dynamic portion of many 
businesses. There are estimates that mobile employees now comprise about 35 percent 
of the corporate employees and projections suggests that that number will eclipse 70 
percent in the future (Sybase, 2009). Increasingly, the business-critical activities of 
many organisations take place on cutting-edge technologies and also organisations 
expect its employees to be closer to its end-users operating in the field at the points of 
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action and opportunity. One such example could be that, stock market traders want to 
stay on control of their stocks even when they are out of their offices.  
Employees on the move have a number of IT requirements that are essential to their 
optimal productivity and effectiveness. These include wireless access to: 
 Email – composing, reading, manipulating emails using mobile phones 
 The Internet – access the internet using mobile phones 
 Corporate intranets  – access the company intranet 
 Document management – composing , amending, publishing documents in 
various formats 
 Enterprise applications (ERP, CRM, SFA etc.) -  access various company 
applications 
 Customer contact information and history 
 Personal and corporate calendars 
 
4.2 Social networking / IM 
On January 29, 2009,  comScore reported that social networking is drawing new users 
into the mobile Web. In November 2008, 34 percent of mobile phone owners in 
Western Europe who visited social networking sites accessed social media exclusive 
of all other mobile Web content. With 12.1 million users in Western Europe (France, 
Germany, Italy, Spain and the U.K.), mobile social networking is a rapidly-expanding 
category that grew 152 percent from November 2007 to November 2008 according to 
comscore. The U.K. reported  the highest penetration of mobile social networking, at 
9.2 percent within the Western European region. Facebook reigns as the leading 
mobile site in terms of time spent browsing. Mobile users accessing Facebook spend 
an average of 24 minutes per day on the site, similar to the 27.5 minutes spent by PC 
users. 
Text messaging continues to be a major traffic growth area within the mobile phone 
industry, however, social networking sites take limelight in the recent past and can 
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diminish text messaging in the coming years. Mobile messaging is taking a new 
direction in the light of Facebook, MySpace, LinkedIn, IM, Twittering, etc. Social 
networking continues to be a major area of interest for mobile Internet users with 
about 16% of most active social networking users are accessing via mobile, and this 
number is expected to increase in the coming years. (mocomo) 
The latest statistics (from comScore) illustrate that older mobile Internet users prefer 
towards practical, utilitarian sites, such as those providing financial services, weather 
and traffic information. Younger users, on the other hand, use their mobile phones 
more to access social network sites and entertainment content. Categories such as 
search, weather and news are universally popular, and social networking is the most 
popular type of content for all subscribers under 35. percentage of mobile social 
networking users who exclusively use social media in UK is 29.7 and that is 167% yer 
on year change.   
 “A large portion of the growth in the mobile Internet audience can be attributed to 
social networking. In the UK, for example, the audience of those accessing news and 
information, but not social networking services, with their mobile browser or an 
application grew by 149,000 unique users, whereas the number of those exclusively 
accessing social networking grew by six times that number in the past year”  Alistair 
Hill, analyst, comScore M:Metrics. 
Another key observation to be made here is the change in demographics of social 
media users (See appendix I). Studies suggest that those who use social networking 
exclusive of other mobile internet content include more females than in comparison to 
other forms of mobile internet content. Women comprise 48 per cent of the audience 
accessing only social media, but only 32 percent of those who access other types of 
  30 
mobile internet content. In addition to that, the median age for social media-only users 
is 28, versus 36 for other mobile Internet users. This development is encouraging for 
the future of the mobile internet, as social networking has the real potential of taking 
the mobile internet out of the early adopter demographic, and into the mainstream. 
4.3 Mobile video/music 
Samples from real songs, so-called Realtones (also knows as Mastertones) form the 
major part of mobile music, as can be seen in the below graph (Figure4.3). Ringback 
tones (waiting tones) form the second largest, with basic monophonic ringtones the 
third largest category. MP3 full-track music downloads, music videos and music 
streaming are the other major categories, with miscellaneous niche music services 
such as mobile karaoke, welcoming songs, background songs, music identification etc 
forming the most recent part of mobile music in 2008. 
Mobile Music by type in 2008
Realtome
Ringback
Basic Ringtones
MP3
Music video
Music Stream
Other
 
(Source: Ahonen, 2009) 
Figure 4.3:  Mobile Music revenue split by type in 2008  
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Video is the next major mobile application, with mobile video downloads increasing 
significantly. MTV was quoted with 25M downloads in 2006, 50M in 2007 and 100M 
in 2008, which is a 100% year on year growth. Also, Nielson was quoted as 11M 
Americans watched video on their mobile handsets in 2008, spending an average 3 hr 
42 min per month. On the Mobile TV front, new technologies such as Digital TV 
(DTV), based on ATSC, Qualcomm’s MediaFLO will revolutionise the mobile TV 
viewing experience in the future (mocomo).   Another interesting concept that is 
emerging on the internet is Internet Radio which is a radio broadcast service 
transmitted through the internet, providing free access to hundreds of radio stations 
around the world. With the ever increasing appetite for smartphones, these trends can 
only rise in the years to come. A 2006 survey (Britton, 2007) found that mobile video 
would likely result in an extra $5 in average revenue per user by 2009.  The total 
worldwide mobile entertainment market (including gambling, adult content, mobile 
games, mobile music, mobile video, and infotainment) was estimated in late 2006 to 
have yearly revenues of over $17 billion, and this number was expected to increase to 
$47 billion in 2009 and $77 billion in 2011 (Britton, 2007).  
The concept of the “Long Tail” popularised by Chris Anderson (Anderson, 2004) has 
a huge application in music in the mobile phone domain.  For example, Tre ( the 
Swedish counterpart of 3-UK)  had introduced a very advanced mobile phone music 
service with costs as low as 8 US cents per song (the normal iTunes prices are 79-99 
cents).  In Sweden, the song catalogues include many old and relatively little known 
Swedish songs from previous decades or composed by relatively little known artists. 
These will have some fans who like these sorts of songs. However, because of very 
few listeners, usual record labels will be hesitant to consider releasing a CD with 
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these music. In this situation mobile phones play their role by being a powerful sales 
and delivery platform for digital music. 
User generated contents 
The mobile phone is no longer merely seen as a consumption device, but also as an 
interactive media channel and is the optimal tool for User Generated Contents (UGC). 
Whether for the composition of new ring tone or the composition of a serious music, a 
smartphone has the facilities available.  Some advanced music phones allow MIDI 
(Musical Instrument Digital Interface) connectivity to play synthesiser sounds from 
various musical instruments. The UGC is not limited to audio, videos created by user 
community is a great success for example youtube.com.  
The next level of UGC is the citizen journalism.  Ohmy news of South Korea is a 
pioneer in this with a pool of 74,000 citizen journalists, and CNN i-Reporter is 
another example of the success in this area. At the 2007 International Citizen 
reporter’s forum held in Seoul, South Korea reported that 41 citizen journalism 
newspapers similar to Ohmy News had already launched in 15 countries, and on five 
continents. This trend is fast picking up pace all around the world. 
4.4 Mobile news services 
The former BBC Director General  Greg Dyke once said: “The time is coming where 
all the traditional broadcast shows will be available on your mobile phone.” 
The Japanese mobile phone operator NTT DoCoMo launched a news service called i-
Channel in 2005. It is a “news ticker” like the CNN news ticker visible at the bottom 
of the TV screens, which scrolls breaking news headlines onto the idle screen of the 
mobile phone. This is a cutomisable service an owner is able to limit the type of news 
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he or she requires, for example, sports news, financial/business news, international 
news, celebrity gossips and pop music news.  This is in fact faster than TV 
broadcasting, and analogue, cable and satellite TV broadcasters cannot limit all news 
feeds to the personal tastes of millions of their viewers.  On mobile phones it is very 
easy to focus on the individual customer’s taste.  
A Belgian study ( Schuurman, Veevaete & Dr De Marez, Ghent University Belgium, 
2006) assessing the most desirable mobile TV content based on a panel of 35 experts 
in Europe rated the content types as follows (most desired to least): 
1. News 
2. Sports 
3. Music 
4. Soap 
5. Adult 
6. Cartoons 
According to one of the forward thinkers of the mobile industry, Tomi Ahonen,  “TV 
will not be primarily consumed by pockatable 3G mobile phones.” He then added “It 
will be ‘TV related’ content and services that will deliver the success of mobile TV.” 
There is a clear difference between TV contents and mobile TV contents. Cinema, TV 
and PC are the first three screens and the mobile phones are the fourth screen. The 
current contents are formats that are sustainable for TV and cinema. When it comes to 
mobile phone where the screen size is far too small and its viewing time often brief, 
any video content should be short and brief.  Programmes need to be made  keeping 
the mobile medium in mind, for example actors should be mostly in close-up, and 
there should little camera movement etc. One such example is MTV’s programme 
‘Jackass’ which was filmed by two separate camera crews, one for TV and another for 
mobile phones.  
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No one wants to suggest that mobile phones are a replacement for TV.  Popular TV 
shows, watching football or even watching the evening news will remain, by 
preference, viewed on the large screen TV set. However, for an update on the current / 
financial / sports news people will use their mobile phone. Younger users often use 
the mobile phones as the second premium TV tuner when the parents ‘hog’ the main 
TV screen.  Another scenario could be that, when one is about to miss their favorite 
TV show due to some reason, he or she could pull up the TV on the mobile phone to 
view the program on the small screen. BBC iplayer is a step in this direction. 
 
4.5 Entertainment 
Gaming is an industry larger than Hollywood movies (Ahonen, 2009). Gaming is not 
passive; it is immersive and demands the full attention of its customers. Clearly, a 
preference of youth customers, often young people will rather play games than watch 
TV or movies. The focus of interest in gaming is moving from console gaming to 
internet games and mobile phone games.  As game developers take full advantage of 
mobile phones as the next mass media channel that will also help make mobile phone 
the biggest platform for gaming.  
According to Juniper research (Juniper, 2008),  the total market for both downloads 
and subscriptions/rentals of video games  rose from $4.4 billion in 2007 to $5.4 
billion in 2008 ( 23% year on year growth) and  will touch $10 billion by 2013 
worldwide. As more mobile phones embrace 3G technology and become more 
powerful, the experience of mobile gaming will be enhanced and in turn this will 
attract newer users into the world of mobile gaming. 
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The below graph (Figure 4.4) shows worldwide revenue into the different components 
of mobile entertainment and projections into the near future.  
(Source: Juniper Research) 
Figure 4.4: Revenue split from different components of Mobile entertainment ($m)  
While little games are built on mobile phones, totally different virtual worlds are 
being built around us. These are called Massively Multiplayer Online Games 
(MMOG). Some are fantasy  and wargaming worlds like Everquest, World of 
Warcraft , Lineage and Counterstrike. Other examples of groups of virtual worlds  for 
playing, socialising and blogging are Second Life,  Habbo Hotel and Cyworld.  
Disney released a multiplayer game based on the film Pirates of the Caribbean as an 
MMOG for mobile phones. Although these virtual worlds are predominantly aimed at 
on younger audiences, it is generally accepted by all age groups. A case study of a 
successful launch of an MMOG for mobile phone is Super Stable from Hong Kong 
which can be seen in Appendix B. 
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The mobile being a very personal media, adult content services is an area that is 
expected to grow rapidly in the coming years. The currently available  forms of adult 
content that available are  SMS based services such as jokes, dating and chatting, 
video streaming services, video chatting, video clips, pictures, moantones and adult 
games. 
Research suggests that revenues from all mobile adult services will rise from $2.2 
billion in 2008 to $4.9 billion by 2013 worldwide (Juniper Research), representing 
substantial growth in a regulation constrained market. In terms of regional revenues, 
Western Europe will remain the largest source of revenues throughout the forecast 
period. 
4.5 Application store 
Apple’s Appstore (1B downloads across 37M devices) gave a new dimension to 
independent applications in the mobile phone industry where the data revenues now 
account for over 20% of the global service revenues. Over the last 2-3 years, the 
consumption of digital media has evolved significantly. As content is becoming more 
digital, devices are becoming more powerful, and consumers becoming dependent of 
mobile devices for their media needs, the wireless phone is increasingly playing an 
important role in how digital media is consumed around the world. The digital rush 
has helped make mobiles become a $1.1 trillion (as of 2008) industry. As the demand 
for mobile content consumption increases, service providers are pressed to enhance 
their infrastructure and keep up with the explosion of content and consumer interest. 
Additionally, the smartphone boom that followed the iPhone introduction in 2007 
clearly changed the dynamics of the market and how consumers view their mobile 
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devices. It is interesting to note that on such integrated devices, consumers only spend 
less than 20% of their time on voice calls. 
The current and future prediction of revenues from mobile applications can be seen 
from the graph below (Figure 4.5). Both retail and Value Added Service (VAS) show 
a healthy increase in the years to come. 
 
 
(Source: Juniper Research) 
Figure 4.5: Total Market for Mobile Apps, Retail and VAS Revenues ($m)  
The levels of downloads generated through the App Store have been of such a 
magnitude that it has forced a consideration how others would distribute, and 
monetise mobile entertainment services. According to forecasts, direct and indirect 
revenues from mobile application are expected to exceed $25 billion by 2014. Juniper 
Research also estimates that by 2011, the majority of all application related revenues 
will come from applications delivered via app stores. Another long term benefit to 
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operators would be derived from data revenues associated with application usage 
rather than from the retail price of apps and content. 
 
4.7 Mobile payment 
User demand for convenient and intelligent ways to make payments for goods and 
services using a mobile phone is on the rise. Juniper Research defined mobile 
payment as “payment for goods or services with a mobile device such as a phone. 
After a slow start in 2008/09, when a lack of supporting handsets and infrastructure 
and viable business models restricted growth, global NFC mobile phone payment 
transaction values will exceed $75 billion by 2013 (Juniper research). The top three 
regions (Far East & China, North America and Western Europe) will represent nearly 
90% of this market with Japan leading the way currently. 
Some prime examples of mobile payments are: In Finland 40% of all single tickets for 
the subway trains and 55% of tram tickets are paid by mobile phone. In London 20% 
of the city’s congestion charges are paid by the driver on a mobile phone.  The airline 
industry reports that 2% of all airline travellers now use mobile phone based tickets or 
boarding passes.  
The growth of both mobile ticketing (mTicket) and mobile coupon (mCoupon) market 
is expected  to contine as the latest smartphomes are equipped with  infrared barcode 
reading technologies. 
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Mobile banking 
It is expected that with banks packaging transactional services within their mobile 
banking platform, mobile phone transactional banking usage will quickly increase. By 
the end of 2011, Juniper research suggests that in excess of 150 million subscribers 
worldwide will have used a transactional service. This represents a threefold growth 
since 2008. Banks have deployed mobile internet and WAP websites since the late 
1990s but consumer adoption has only been significant in recent years as a result of 
faster mobile broadband networks, cheaper or flat rate data network tariffs and more 
advanced mobile handsets such as smart phones. 
According to the regional forecast below (Figure 4.6), Western Europe comes second 
with 22% of the overall mobile banking transactional users.  
 
(Source: Juniper Research) 
Figure 4.6: Mobile banking: Transactional Users – 2011 Regional Forecast (%)  
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The advantages of using a browser based service include security – no information is 
left on the phone, and from the viewpoint of rapid rollout, the browser is the universal 
application on smart phones and no special download is required. In addition, if the 
mobile site mimics the online site, then users will be also very familiar with the usage 
of the bank site. 
 
4.8 Mobile books 
In Japan in 2007, five of the ten best selling books of 2007 were based on ‘mobile 
books’ (Ahonen, 2008) that have written by the youth, on mobile phones for primarily 
mobile phone based consumption.  The traditional book business is very inefficient as 
a delivery system and involves massively destructive pricing system as a book once 
read can easily be resold as used. With m-books there is no bottleneck, no overstock, 
no under stock and moreover, mobile books cannot be resold by the person who 
bought the book.  
All this means that m-books can be produced at a far lower costs than traditional 
paper based volumes.  The publisher and author can get a fair return on a book that 
costs less to the end-user than traditional paper printed books. The buying public gets 
original exciting new content released direct to their mobile phone. Mainly mobile 
books are written by young authors to be consumed on mobile phones. 82 million US 
dollars worth of mobile books were sold to mobile phones in Japan in 2006.  
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4.9 Mobile advertisement 
The increased mobile media consumption is also giving rise to a new category of 
service on mobile phones – advertising. As flat a rate price plan forces the operators 
to reduce the pricing on subscription plans, advertising provides a way to compensate 
for such pricing pressures. 
Mobiles can replicate all legacy media and there are 7 new benefits as mentioned in 
the introduction section (Source: SMLXL White paper 2007). Mobile media 
consumption is unique in the sense that it is a highly private channel and is used 
several times a day by a phone’s owner as can be seen from the below diagram 
(Figure 4.7)  
(Source: TimiAhonen consulting 2006-2008) 
Figure 4.7: Media Consumption by Channel   
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AMF ventures (AMF Ventures, 2007) measured the relative accuracies of measuring 
audience data for the three major media channels, TV, internet and mobile in 2007 
and found that on TV, the total audience data that can be captured is 1%. Similarly on 
internet it is 10% and on mobile the audience data that can be captured is 90%. The 
mobile phone is actually superior to  the PC keyboard in that it has more input 
methods. The mobile phone can accept information as a picture via the camera, via a 
microphone (voice), and the latest innovations is 2D barcodes. 
The below diagram (Figure 4.8) confirms that the mobile media audiences are more 
receptive to advertisement (ad) than any other media presently available.  
 
Figure 4.8: UK - different media audience reception to advertisement  
It is widely recognised that customer and user focus has moved to online media. 
According to a study by IDC, Internet users spend 32.7 hours per week online and 
only 16.4 hours watching television. The younger the user, the greater the extent by 
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which internet has replaced traditional media. Also, as the mobile internet picks up 
the opportunity for advertising via the mobile is at its best now.  
“Advertising budgets will continue to be shifted out of television, newspapers, and 
magazines into internet advertising.” (xtract, 2008)  
(Source: Xtract, 2008) 
Figure 4.9: Advertisement revenue projection  
The focus of customers is moving to social media. Internet advertising will reach $73 
billion by 2011 (PriceWaterhouseCoopers) as per the diagram above (Figure 4.9). 
More historical information is available in Appendix A. Mobile advertising is also 
expected to grow in the next few years. Strategy Analysts forecasts that mobile 
advertising, which currently is around $1.4 billion market, will grow to $14.4 billion 
in 2011. Other estimates range from $11.4 billion (Informa) to up to $20 billion. 
“Mobile offers attractive opportunities for advertisers to target audiences based on 
the type of content consumed and device owned. This targeting ability is extremely 
valuable for marketers trying to increase their advertising efficiencies in the face of 
shrinking ad budgets.” Alistair Hill, Analyst, comScore. 
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4.10 PC based internet Vs. Mobile internet 
“2008 is the tipping point when more users use mobile phones to access internet than 
PC” according to TomiAhonen Consulting (January 2008).  
“15% of mobile phone users in the UK who consume the news on mobile phones in 
2007” ( Source M;Metrics, 2008). 
The table below (Table 4) lists some of the salient differences between these two 
types internet access methods. 
 Fixed internet Mobile internet 
Devices 900 million PCs 3.3 billion mobile phones of 
which 8%are 2.5G or more 
Avg. cost of device $700 $125 (less if taken as part of a 
contract) 
Replacement 3.5 years 18 months 
Access Hotspots Always-on 
Content Revenue $30billion $45 billion 
Messaging users 850 million 2,400 million 
Messaging revenues $5 billion $105 billion 
Content Mostly free Always costs 
Billing Difficult Built-in 
User preference Expect free Willing to pay 
User age Adult Youth 
(Source: Ahonen, 2008) 
Table 4: Fixed internet Vs Mobile internet (2007)  
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In the UK, most users who have access to internet services via mobile phone will 
usually have access via a PC as well.  Where they have access to both methods, 
usually the heaviest usage in data traffic and time spent tends to be on PCs, and more 
urgent uses – such as checking weather or reading emails of the inbox- tends to be on 
mobile phones.  
Tomi Ahonen (Ahonen, 2009) splits an individual’s normal day to day activities into 
2 categories; ’30 Minute Tasks’ and ’30 Second Tasks’ (Table 5) . Many of the tasks 
one would like to do in their lives, whether at work or at leisure, are planned tasks 
which are ’30 minutes Tasks’. ’30 Second Tasks’ appear suddenly without warning or 
plan and need immediate response.  
30 Minute Task 30 Second task 
Planned Unplanned 
Sitting Standing/Walking 
Create Consume 
Big display Small display 
Keyboard and mouse Keypad and camera 
Concentrate Multi-task 
Email SMS 
PC/Laptop Mobile phone 
 
Table 5: 30 Minute task  Vs 30 Second Task  
This metaphor is a good illustration why the PC based internet and laptops will 
continue to be major tools in everyone’s lives and remain as a growing mass media 
for the foreseeable future. However, the mobile will supercede the legacy internet for 
most users worldwide and the rate of this change is already significant.  
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Ahonen (Ahonen, 2009) also reckons that, there is a shift from ‘Networked Age’ to 
the ‘Connected Age’ (Table 6).  
Networked Age Connected Age 
PC focused Mobile phone focused 
One internet Multiple networks 
Place-centric Omnipresent 
Scheduled/planned use Spontaneous use 
Email, fax SMS, IM, blogs 
Hippie-like, free Business-like, commerce 
Semi-private Personal and unique 
Search and consume Share and co-create 
 
Table 6: Networked Age Vs Connected Age  
He also suggests that the networked age was a vital half-step in human being’s 
evolution to the information world and the remaining half is the connected age.  The 
emergence of the ‘always connected’ society, enabled by mobile phones, is the new 
way forward.  The networked age was a good term for the last decade in the 1990s. 
This is the new era of the connected age.  
The most profound difference between the current fixed internet and the new mobile 
internet is money. The mobile internet is naturally able to handle money and 
payments. The mobile network can handle large payments like the credit card 
companies. At the same time, the current fixed internet has no system to handle 
money. Each caller is always identifiable on a mobile phone whether customers are on 
pay-as-you-go or on postpaid accounts.  
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The Guardian newspaper reported on 24th May 2007 that the global value of paid 
content on the mobile internet was 31 billion dollars bigger than the paid content 
revenues on the PC based internet at 25 billion dollars worldwide.  This is no way 
suggests that mobile will totally dislodge any other media. Although despite the fact 
that the internet and the mobile phone show very powerful strength to cannibalise 
areas of established medias, all medias will continue co-exist for a long time to come. 
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Chapter 5   New Business Models 
This section discusses various potential business models for 3-UK required to support 
new technological developments (mobile internet) and also looks at future means of 
revenue generation. 
Business models are constructed around products, customers, infrastructures and 
financial issues (Osterwalder, 2003). Business models are seen as the conceptual link 
between strategy, business organisation and information systems (Figure 5.1). 
Strategists position the company, define and formulate objectives and goals, whereas 
business process and information system designers have to understand and implement 
this information. In order to guarantee the smooth execution of a strategy, firms 
require very clear communication of concepts and understandings between the various 
stakeholders. This is where rigorously defined business models come into play.  
 
(Source: Osterwalder, 2003) 
Figure 5.1: Business Model Definition Framework  
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Researchers have proposed several definitions that explain what the essence and 
purpose of a business model is. Linder et. al (Linder, 2000) define a business model as 
“the organisation’s core logic for creating value”. Magretta (Magretta , 2002) simply 
viewed it as a “story that explains how an enterprise works”. However, according to 
Pateli (Pateli, 2003), a business model is considered to be the conceptual and 
architectural implementation (blueprint) of a business strategy and represents the 
foundation for the implementation of business processes and information systems. Yet 
another definition of a business model (Weill, 2001) is that, “a description of the roles 
and relationships among a firm’s consumers, customers, allies and suppliers that 
identifies the major flows of product, information, and money, and the major benefits 
to participants”. 
As the legacy business models become more mature, prospects of margin and profit 
are very limited. Thus, existing players in the telecommunication industry are making 
attempts of new business models, where as a number of new entrants are keen to 
challenge the market, some of them  prepared with ground-breaking business models. 
Recent attempts by BLYK, iPhone Appstore (iTunes) and Nokia Ovi are excellent 
examples of innovative of business models. There is tremendous potential for value 
creation and profit generation through innovative services that take advantage of the 
technology evolution. Untill recently, the only success story within the mobile 
internet around the world has been NTT DoCoMo’s i-Mode. In contrast, the outcomes 
are below the initial expectations in Europe and the U.S. There is a general consensus 
in the industry that there is no universal business model that can be applied to all the 
cases due to the large variations, for instance economical, social, demographical and 
political factors, in different regions. Hence the question one would ask is “What kind 
of business model makes some mobile Internet services more successful than the 
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others and how do these business models change the business environment?” In order 
to answer this question, let us take a look at some of the concepts of business models 
more in detail. 
5.1 Value network 
Porter (Porter, 1985) introduced the concepts of Value Chain which is sometimes also 
known as ‘value network’, value constellation, strategic network, business ecosystem, 
cluster, etc.  In the value chain analysis, the production of companies is identified as 
primary activities and support activities throughout the value chain. The mission of 
primary activities is to deliver the value proposition, which exceeds the cost and 
hence bring about margin, to the end customer. Primary activities incorporate inbound 
logistics, operation, outbound logistics, marketing and sales, and services. They 
directly affect the value creation of the company while support activities have indirect 
influence, only supporting primary activities. Support activities consist of the 
infrastructure of the company, human resource management, technology development 
and procurement. The performance of both kinds of activities determines the 
development of the company. Competitive advantage can be achieved either by the 
ability to have a lower cost (Cost Leadership) or by having a better differentiation of 
the product or service than any rivals. 
In his report Roduner (Roduner, 2004) identified four key factors as determinants for 
the successful participation or integration of enterprises in existing value chains. They 
are Entry barriers, Rents, Governance and Upgrading. Barriers to entry and rents are 
asserted that the winning strategy is to develop inimitable competitive advantage and 
exploit it to generate economic rents. The concept of upgrading reiterates that the 
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speed of innovation is critical to success over competitors. This development of value 
chain analysis can be useful in the business analysis of mobile internet services. 
5.2 Revenue model 
Some advocate that business models and revenue models are two distinct approaches 
for business analysis. However, the majority believe that a revenue model is an 
element of a business model. Amit et al (Amit, 2001) argue that the main concern of 
business model is value creation whereas the primary goal of a revenue model is value 
appropriation. Amit et al also claim that the concept of business model and revenue 
model are complementary but different. Nevertheless, more specialists consider a 
revenue model as a fundamental part of a business model. A revenue model can also 
be seen as the capability of translating customer value proposition into cash flow, 
namely the incoming revenue stream. Combined with cost structure and profit model, 
revenue model is classified into the financial aspect of the business model framework. 
According to Amit et al (Amit, 2001), the revenue generation of internet services can 
be categorised into three groups. They are the subscription model (S), the advertising 
model (A) and the transaction model (T). The transaction model is comprised of fixed 
transaction fees, referral fees, fixed or variable sales of goods, etc.  
5.3 Two-sided market 
Two-sided markets are defined as markets in which there are two distinct sets of 
customers, each of which exerts a positive network externality on the other group over 
a common platform. Platforms, in this scenario, are the services and products which 
gather groups of users in two-sided networks (Eisenmann, 2006). In a two-sided 
market, customers of each group exhibit a preference for the platform which has more 
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users in the other group. An example of a two-sided market is the credit card. Credit 
card issuers such as Visa and MasterCard need to gain support from massive 
merchants in order to convince customers to adopt their services, while merchants 
prefer cards with a wide customer base. Similarly, advertising-supported media like 
TV channels, web portals and newspapers contends for the attention of both viewers 
and advertisers. 
The key factor of two-sided market is to get pricing right and unlike traditional 
pricing approaches such as cost-based pricing, value-based pricing or competition-
based pricing, pricing in two-sided platforms is in need of more complicated 
consideration (Eisenmann, 2006). Platform providers need to be cautious in pricing of 
both sides. They may have significant impacts on each other and therefore cannot be 
considered separately. A proper pricing structure must be deliberately designed in 
order to get both sides on board. 
5.4 Attention economics 
In the modern world we live in an era of information explosion. Our eyes and ears are 
bombarded with different sources of information. As a consequence of the 
information-overload, most of us have experienced an attention crisis, that is to say 
we don’t know where to give our attention. News that used to take several minutes to 
read through now only receives a few seconds’ attention, because people just skim 
over it. The phenomenon is precisely explained by Simon (Simon, 1996) that the 
explosion of information results in the scarcity of attention. In many consumer 
oriented industries, attention is turning into the most scarce resource competitors 
contending for and this is reshaping the value chains, or value networks. 
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A prominent example of  attention economy is the media industry and to the mass 
media world, distribution was the scarcest resource across the value chain. The 
scarcity in some sections has resulted from regulation: The usage of distribution 
channels (e.g. radio, TV broadcast) must be approved by government authorities. In 
other segments, a natural monopoly gives rise to the scarcity (e.g. newspaper). More 
recently, new technologies had been restructuring those sectors, by changing attention 
into the scarcest resource. Those technologies enable a number of novel forms of 
production such as various user generated contents such as the blog. Distribution on 
the other hand, has the most remarkable example which is undoubtedly the Internet. 
In other words, currently, production and distribution experience greater abundance 
than attention, and as a result, the competition for attention is becoming fierce; 
attention is becoming more valuable than the production and distribution of the 
content. 
In an attention economy, customers accept free or price-reduced services in exchange 
of their attention (Franck, 1993). The most significant difference of attention 
economy from traditional ones is that, there is no direct monetary transaction involved 
in the attention marketplace, namely between service providers and end users. Instead, 
service providers monetise the attention from customers by selling it to third parties 
such as ad agency. In these cases, attention is considered as a common currency from 
a broader sense. Service providers who directly obtain the attention from end users do 
not necessarily monetise it themselves, instead, they may trade it with another actor in 
the value network to gain other types of strategic asset. But eventually, attention must 
reach one end of the value network, i.e. the ad agencies; no matter by whom the end 
product is actually sold. 
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According to Davenport et al, the important measurement of attention (Davenport, 
2001) is stickiness. The competition for attention is a zero-sum game. Acquisition of 
attention of one site means losses of others. A good website is one that is capable of 
not just attracting visitors, but also keeping them coming back and spending more 
time on the site. A successful website, according to Davenport et al, must have 
outstanding performance in four dimensions, relevance, engagement, community and 
convenience. 
5.5 Mobile service revenue models 
According to Coursaris et al (Coursaris, 2002) the revenue models of mobile services 
can be categorised into two broad types: 
 customer initiated  
 non-customer initiated 
The major difference between the two groups is the involvement of end consumer 
payment, that is to say, whether there is any cash flow from customers to any one or 
more of actors in the value network. The above two categories contain between them 
eight models. All the eight models suggested by Coursaris et al (Coursaris, 2002) are 
described below: 
Access model - This is a customer initiated model and customers pay the bill from 
mobile operators in order to access the wireless network. Four different pricing 
schemes are listed, namely flat rate, time based, volume based as well as an 
innovative free access model. 
Subscription model - This is a customer initiated model and customers purchase 
mobile value added services in a subscription manner. 
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Pay-per-use - This is a customer initiated model. Unlike the subscription model, 
customers just pay for parts of services that they are interested in to avoid a long-term 
commitment. For instance, an individual who is not very interested in changing 
ringtones all the time probably prefer to download a ringtone when he or she needs, 
instead of paying a subscription for a monthly download. 
Advertising - This is a non-customer initiated model. Content providers or value-
added service providers sell advertising spaces for funding the content or service 
development. 
Transaction - This is a non-customer initiated model and transactions take place 
while they are flowing on the content supply chain, such as the purchase of content 
from raw content providers by content aggregators. 
Payment clearing - This is a non-customer initiated model and it refers to 
commissions the billing and charging provider charge. 
Hosting - This is a non-customer initiated model and content providers outsource 
hosting of the content if they lack this capability. 
Point-of-traffic - This is a non-customer initiated model where mobile operators 
subsidise value-added service providers on the basis of the amount of traffic their 
services generate. 
5.6 Internet services revenue models 
Afuah et al (Afuah, 2000) attempted to outline a logically clear, distinct and 
reasonable comprehensive illustration of an internet revenue model. Afuah et al 
(Afuah, 2000) also suggested eleven different actors in this revenue model which are: 
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E-commerce, content aggregators, brokers/agents, market makers, service providers, 
backbone operators, ISPs, last mile, content creators, software suppliers and hardware 
suppliers. They subsequently identified seven sources of revenue for these actors 
which are:  
Commission - Third party service providers charge fee on the transactions conducted 
through them. Different variations of commission based models are further 
enumerated. 
1) Buy/sell fulfilment, which is referred to as ‘transaction broker’ or ‘online 
broker’ by other scholars, allows customers to conduct transactions (e.g. 
Scottrade, Orbitz). 
2) Market exchange, which builds up an online marketplace playing the role of 
business facilitator (e.g. New View). 
3) Business trading community, which set up a vertical site for people with 
specific interests to exchange information (e.g. Vertical Net). 
4) Buyer aggregator, which gathers buyers together to gain bigger bargaining 
power over the sellers (e.g. Market Mile). 
5) Distribution broker, which is essentially a business-to-business distributor (e.g. 
Grainger). 
6) Virtual mall, which is an aggregate of links to merchants (e.g. Yahoo! 
Shopping). 
7) Metamediary, which also provides clearing services in addition to a virtual mall 
(e.g. Amazon zShops). 
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8) Auction broker, which provides an auction place and charge fees to sellers (e.g. 
eBay). 
9) Reverse auction, which provides an auction place where the sellers bid, that is a 
buyer name a product or service he intends to purchase and sellers bid for the deal 
(e.g. Priceline). 
10) Classifieds, which is a vertical portal for trades of certain kinds of products or 
services (e.g. Apartments). 
11) Search agent, which facilitates online shopping by scanning other sites and 
return customised results for customers’ enquiries (e.g. MySimon shopbots). 
12) Bounty broker, which assists customers to search for hard-to-find products or 
services (e.g. BountyQuest). 
13) Matchmaker, which helps a business or an individual to get what they need 
(e.g. iShip). 
14) Transaction broker, which is a third-party platform for transactions (e.g. 
PayPal).  
15) Peer-to-peer content provider. 
Advertising - The cost of service provision or content development is subsidised by 
advertising income. Users get services for free or for lower than the actual cost, but in 
return they have to accept the advertisements via different methods. In order to 
achieve success in terms of online advertising, one site needs to attain either quantity 
of audiences or quality. Similar to traditional media like TV and newspaper, the 
bigger audience base one site has, the more attractive it is likely to be for advertisers. 
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By quality of audiences, they mean the audiences exhibit common characteristics so 
that they can be clearly aimed at by targeted ads. Advertising is further specified by 
the following variants: 
1) Generalised portal, like Yahoo and MSN which cover a great range of content 
to attract visitors and thus build up big audience bases. 
2) Personalised portal, customised by users themselves and consists of different 
modules according to their personal preferences. 
3) Specialised portal, of which the content is all about a specific field (such as 
Carmagazine). 
4) Attention/incentive marketing, in which visitors can get monetary benefits from 
the website by viewing pages or clicking links. 
5) Free model, in which visitors can get free goods or services by viewing ads. 
6) Bargain discounter, in which the products are largely discounted in order to 
attract eyeballs. 
7) Recommender system, where users share opinions about products or services. 
8) Informediary registration model, in which users sign up services with certain 
personal information in exchange of free services (e.g. NYTimes). 
9) Community provider, which provides a platform for online communities. 
Markup - Companies purchase goods from producers and resell them. They can be 
purely online retailing businesses such as Amazon which does not have physical 
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retailing stores. Another variant, which is widely referred as click-and-mortar model, 
is where traditional merchants extend their businesses onto the internet. 
Production - Manufacturers utilise the internet as a marketing channel, for the 
purpose of directly reaching the customers without any intermediary or third party 
distributors in between. Five variants of this model are mentioned: 
1) Manufacturer-direct, of which the most prominent example is probably Dell’s 
direct sell. 
2) Content producer, in which firms directly sell their information goods. 
3) E-procurement, where companies move their procurement of goods or services 
online to reduce transaction cost. 
4) Networked utility provider, which take advantage of network externality or 
two-sided market (e.g. Adobe). 
5) Brand integrated content, which integrates ads into online content to moderate 
intrusiveness for viewers. 
Referral - Sites earn commission by directing visitors to other websites. It could be 
pay-per-click or pay-per-sale, depending on the agreement between referral sites and 
destination sites. 
Subscription - A subscription sells periodic access to a service, which can be either 
access to the Internet or value added services such as content. 
Fee-for-service - Users pay for the amount of services or products they consume, 
resembling the pay-per-use model in the earlier section. 
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In addition to the seven sources of revenues mentioned above, pricing models on the 
internet are classified into six categories. They are fixed pricing, one-to-one 
bargaining, auction, reverse auction, barter and free. 
On comparison of internet services with Mobile services, there are mainly three core 
elements to consider namely technology, content and service (Wu, 2004). From the 
technological point of view Wu points out the lack of universal standard in mobile 
services when compared to internet services. However, the strength of mobile services 
includes mobility, continuous presence, location awareness and its very personal 
nature to the user. Internet services are generally more information intensive and 
mostly pull-oriented where as mobile content is generally push-oriented and limited to 
regional distribution. 
5.7 Value network model 
This framework is not the author’s work and is merely adapted from the work done by 
Zhao Hanbo (Hanbo, 2008) in order to illustrate the value exchanges for some of the 
mobile internet services. 
This framework is developed on the basis of what is called ‘value exchange’ (Hanbo, 
2008).  The incentives circulating in value networks are equivalent to the exchanged 
value which are: 
 Services & Goods:  
o S1 Core service (central benefit for users) 
o S2 Enabler service (facilitate & enhance core service) 
 Monetary benefit: M 
 Intangible benefit: 
o I1 Attention 
o I2 Loyalty (incl. brand recognition, reputation, etc.) 
o I3 Information ( actor’s background, preference etc.) 
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The below example (Figure 5.2) demonstrates how Hanbo suggests that Google 
search exchanges values between various actors within the business model. 
 
Source: (Hanbo, 2008) 
Figure 5.2: Value exchange of Google search  
In the above diagram (Figure 5.2) on the left side indicates that Google provides free 
search service (S1) for all users in exchange of their attention, loyalty and information 
(I1, I2 and I3). The one on the right side, it shows that Google sells the attention and 
information of users (i.e. ad place) to ad agencies in exchange of money. The former 
value exchange adopts advertising revenue model (A) while the latter adopts a 
transaction revenue model (T). 
5.7.1 Visual radio 
Visual radio is an application from Nokia to enrich audiences’ interaction with radio 
programs. It is intended to improve experience of traditional radio broadcast by 
bringing synchronised images and texts to users. With handsets with built-in radio, 
users still listen to programs through the usual analogue radio. In addition, the 
application provides a visual channel with more information and opportunities for 
interaction via a mobile network. While listening to radio, not only can users access 
more detail information about the programs such as an artist or the lyrics, but they can 
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also participate into other interactive activities such as audience polls and digital 
content download.  
 
Source: (Hanbo, 2008) 
Figure 5.3: Value network model for Visual Radio  
The capital A, S, T in blue represent three revenue models respectively (see Figure 
5.3), namely advertising, subscription and transaction. There are multiple occurrences 
of those letters indicating the revenue (or pricing) model between two parties which 
have direct relationship with each other. For instance, end users subscribe to mobile 
services while Nokia adopts advertising model for service provision to end-
customers. Solid lines stand for service flows: Nokia delivers the core service to end-
users while mobile operators make the access to network available. The Nokia service 
could undoubtedly (irrespective of the volume) increase the data traffic. The Nokia 
service provides a distribution channel for mobile operators to sell its network 
capacity. On the other hand, the support to this Nokia service given by mobile 
operators offers subscribers with accessibility to Visual Radio which can be regarded 
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as a distribution channel for Visual Radio. The technical requirements are sent to 
Nokia by mobile operators for the service development. Besides, the rich contents and 
ads in Visual Radio are provided by radio stations. In this sense, the Nokia service 
supplies a distribution channel for the multimedia content and value-added services of 
radio stations as well. 
The broken lines illustrate flows of intangible benefits. Customers give their attention 
as well as brand loyalty to Nokia in the exchange of free service. The attention flows 
through Nokia to radio stations till they exchange it with ad agencies for monetary 
benefit. As agreed with Nokia, radio stations give a slice of the revenue generated 
from Visual Radio with the handset giant. In addition, radio stations can acquire 
knowledge about users of the Visual Radio service. A user shows his or her 
preference or interest whilst listening to a certain program. Then a targeted adscan be 
delivered via visual radio to the listner. The dotted lines represent flows of monetary 
benefits.  
 
5.7.2 Internet radio 
Internet Radio is a radio broadcast service transmitted through the internet. It provides 
free access to hundreds of radio stations around the world. 
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Source: (Hanbo, 2008) 
Figure 5.4: Value network model for Internet Radio  
Here (Figure 5.4) Nokia represents any mobile phone handset manufacturer. The 
business logic behind Internet radio partly resembles to that of Visual Radio. The 
major difference is that, instead of passing attention to radio stations for them to sell 
ads, Nokia deals with ad agency itself in this case. Most radio stations will be willing 
to allow mobile phone handset manufacturer to include their broadcast. Thereby radio 
stations can broaden their distribution channels without incurring any additional cost 
in an era when popularity of radio has been diminishing. 
 
5.7.3 Google maps 
The business logic of Google maps is more complicated than the earlier ones. It is 
more of a hybrid of several business models (Figure 5.5). Google maps have open 
  65 
APIs for mash-up sites to integrate Maps into their services. Google’s openness to the 
use of its maps does have limits, though. Once a mashup turns into a large scale 
commercial enterprise, Google seeks to share in the revenue. Google seems to be 
pursuing revenue sharing deals with sites that make money from Google Maps. 
 
Source: (Hanbo, 2008) 
Figure 5.5: Value network model for Google Maps  
 
Additional value network models can be found in Appendix C. 
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5.8 Value network model for advertisement 
“Mobile advertising is at a critical juncture in its history. Marketers have expressed 
interest in reaching consumers on the go through opted in marketing, advertising and 
promotions. But not too many know their way around this latest wing of the 
multichannel marketing industry” (Mobile Marketer, 2008) 
The mobile advertisement sector demonstrated a strong growth in 2008 and it is 
expected to make further growth in the coming years. Advertisers are looking for 
simple ideas to reach the greatest audience and those most likely to interact with the 
brand and ultimately make a purchase. Four different advertising models are 
discussed below. 
5.8.1 Two-sided market 
 
Source: (Hanbo, 2008) 
Figure 5.6: Value network model for two-sided market advertisement  
The above diagram (Figure 5.6) represents three sets of actors who are involved in the 
core value exchange. Of these three, one of them plays the role of platform provider 
and maintains a separate relationship with each of the other two. Platforms are defined 
as services that attract groups of users in two-sided networks. Well known names such 
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as Google mail and MSN use this strategy.  Two other variants of this model are 
available in Appendix D.  
5.8.2 Double two-sided market 
 
Source: (Hanbo, 2008) 
Figure 5.7: Value network model for double-sided market advertisement  
In a double two-sided market (Figure 5.7), there are two platforms which interact with 
each other and serve as customer/supplier for each other. The actors which operate 
these two platforms are named first layer platform provider and second layer platform 
provider respectively. The naming denotes how close these platform providers are to 
the end users. In other words, first layer platform providers directly offer core services 
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to end users whereas second layer ones, who may or may not directly serve end users, 
provide enabler services.  
First layer platform providers operate platforms with end-users on one side and 
second layer platform providers on the other. First layer platform providers pass on 
attention and information of end users to second layer platform providers while 
getting monetary compensations in exchange. Second layer platform providers, on the 
other hand, deal with first layer counterparts on one side and sell ads to advertisers on 
the other side. Their services are somewhat dependent on the first layer platforms in 
this value network. In a sense, second layer platform providers utilise first layer 
platform providers as a kind of distribution channel and monetise end user attention 
and information by selling ad places. Visual Radio is a good example of this model of 
advertisement. 
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5.8.3 Three-sided market 
 
Source: (Hanbo, 2008) 
Figure 5.8: Value network model for three-sided market advertisement  
 
A three-sided market (see Figure 5.8) is so named because the first layer platform 
provider, has created a three-sided platform, the first layer providers coping with 
advertisers themselves, removing the relationship from second layer platform 
providers (unlike in the previous model). Ads are delivered to end-users by way of the 
platform. In this value network, they only provide services through the platform to 
end users. Their service provision enhances attractiveness of the platform. 
Typically there is no monetary transaction involved between first layer platform 
providers and second layer service providers. For first layer platform providers, it 
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does not result in significant additional cost by adding a new service provider to the 
platform. For second layer service providers, participation in the platform broadens 
the access to their services for end users with no cost consequences. Briefly, it brings 
about a win-win situation for both parties. Three-sided markets are present in services 
such as Google maps, Lifeblog, Nokia maps, and Nokia local search. 
5.8.4 Hybrid model 
Source: (Hanbo, 2008) 
Figure 5.9: Value network model for Hybrid market advertisement  
Some times, a service adopts more than one model and generates revenue through 
multiple sources (see Figure 5.9). In this way Google Maps and Lifeblog can be 
regarded as a hybrid of two-sided model and double two-sided model. Nokia Maps 
and Nokia Local search both create two distinct two-sided markets. 
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Chapter 6  Revised Strategy 
This section takes a look at the current telecom industry and how the changes in the 
market place demand more complex business strategies for 3-UK.  
6.1 The structure of the telecom industry 
One prominent feature of the evolution of the telecommunication industry is the ever 
increasing complexity and competition. A 6 layer division is represented in Figure 6.1 
below. The growth in the number of layers has shaken those closed telecom systems 
and opens up new opportunities. Not only does it lower the entry barrier for new 
entrants to get into equipment manufacture or the network operator domain, but it also 
attracts companies from other industries to take competitive advantages to expand 
their power to this market. 
 
(Source: Li, 2002) 
Figure 6.1: The new telecommunication industry  
Considering the value chain of mobile telephony and that of the internet, Maitland et 
al (Maitland, 2002) construct the value chain of 3G mobile data services as in the 
figure below (Figure 6.2).  
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(Source: Maitland et al, 2002) 
Figure 6.2: 3G value chain  
 
This highlights the concept of an enabler, a facilitator between hardware manufacturer 
and the services provides such as 3-UK to end customers, which incorporates 
middleware, content and application providers. It is worth noting that separation of 
this layer offers new opportunities and enable the possibility of intermediaries such as 
aggregators. 
The traditional structure of the telecommunication industry has been changed. Several 
new business models, as a consequence have developed. Device manufacturers may 
expand into operating system market. Combining and establishing operating systems 
and software platforms, handset manufacturers enhance their dominance in the mobile 
device market and also create the potential of new revenue sources from Value Added 
Services (VAS). Software companies extend their influence by investment and 
making acquisitions upon upstream manufacturers. Financial service firms, like credit 
card issuers and banks, take advantage of their strong customer relationships and 
provide them customised handsets with the capability of M-banking and M-
commerce. Having not integrated with any infrastructure or device manufacturer, 
Yahoo maximises its accessibility and therefore enhances its own value as a portal. 
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Increasing numbers of new entrants not only increase the competition but also been 
reshaping the industrial structure and triggering more complexity. Greater choice 
reduces the dependency of firms on their suppliers, but on the other hand forces them 
to improve their competitiveness as a response to the fiercer competition. Also, the 
bigger the variety of potential partners a firm can make alliances with, results in the 
possibility of different kinds of strategic network. According to Li (Li, 2002), this 
multidimensional structure opens up more entry and exit points for industry actors and 
gives more choices to customers (Figure 6.3). It is quite evident that, after 
reorganisation of upstream industries, the likelihood of new opportunities is moving 
downward along the value chain, closer to end customers of mobile phones. 
 
(Source: Li, 2002) 
Figure 6.3: The interwoven value network and value chain  
 
Considering different mobile phone markets, three typical examples can be identified 
in Japan, Finland and the United Kingdom. The Japanese market takes on a vertical 
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integrated structure where three oligopolistic operators, NTT DoCoMo, KDDI and 
Vodafone K.K., provide one-stop services to subscribers. In this case, mobile 
subscription, purchase of handsets and value added service subscription are bundled 
together for customers. That is to say, customers do not have the freedom to choose 
their handsets, nor add nor cancel any of the value added services because both 
handsets and services are technologically customised to a specific operator’s network 
and incompatible with other networks. On the other hand, the telecom industry of 
Finland has presented a horizontal, modular structure. Players do not access in other 
parts of the value chain but concentrate on winning the competition over their 
counterparts. Part of the reason for this is due to there being an open unified standard. 
In other words, a customer can select any mobile subscription, insert the SIM card 
into any handset on the market, and then choose any value added service without 
compatibility restrictions. Unlike either of the preceding models, the structure of the 
UK telecom industry appears to be a hybrid of the vertical and horizontal models. 
Customers can find mobile subscriptions with neither handset nor additional service 
individually, but there are  bundling packages which include specific mobile devices 
and services as well. 
 
From the content and service perspective, the Japanese providers are undoubtedly far 
ahead of their European counterparts (Vesa, 2005). From the producer’s viewpoint, 
the most prominent feature of Japanese market compared with the UK and Finland is 
a much bigger number of independent content and service providers. In summary, the 
collaboration networks of Japan are the most powerful of these three markets,  mainly 
due to their vertical integrated industrial structure (Vesa, 2005). 
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6.2 Strategy perspectives 
6.2.1 Strategy - institutional theory perspective 
According to Mintzberg ( Mintzberg, 2009), “Strategy becomes finding ways of 
acquiring economic resources and convert them into symbolic resources and vice 
versa. Hence, the strategy process moves into the realm of ‘impression management’ 
“.  According to Johnson (Johnson, 2007), Institutional theory is based on the concept 
of social construction. This theory assumes that organisations are not autonomous 
agents but are set within a social web of norms and expectations, hence the choice of 
strategy is normally constrained by these social prescriptions.  Similar organisations 
experience similar social expectations and will conform to the same prescriptions, 
thus tending to adopt similar strategies and managerial arrangements. Imitation of 
superior products, processes and managerial systems is widely recognised as a 
fundamental part of the competitive process, which imitation process is known as 
institutional isomorphism (Johnson, 2007). According to DiMaggio (DiMaggio, 1983) 
Institutional isomorphism can occur by 3 means: 
1. Coercive: Coercive isomorphism occurs as a result of actions by agencies such 
as the regulatory or government bodies, upon which functionalities of 
organisations are dependent. The UK mobile industry is affiliated to various 
regulatory authorities such as Office of Communications ( 
www.ofcom.gov.uk), office of Fair trading (www.oft.gov.uk) and trading 
standards agency (www.tradigstandards.gov.uk) .Additionally, 3-UK is a 
member of the Mobile Operators Association (MOA) 
(www.mobilemastinfo.com) and GSM Association ( www.gsmworld.com). 
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2. Mimetic: This isomorphism occurs primarily in circumstances of ambiguity 
and uncertainty. Under such conditions, managers copy organisations 
perceived to be more successful and more legitimate. On closer inspection this 
isomorphic behaviour is quite evident in the UK mobile phone industry and 
hence we have very similar subscription price plans / tariff  structures, similar 
deals on mobile phone subscription and very similar product ranges among 
major players in the industry.  As iPhone  introduced its successful Appstore 
(iTunes), Nokia introduced Ovi; iPhone is exclusive to O2 network, Vodafone 
then secured exclusivity on Blackberry Storm, and Orange on Samsung Omnia 
model – the act of copying the competitor’s actions are endless.  
3. Normative: This primarily emanates from  professionalisation.  Managers and 
staff drawn from the same universities, filtered by a common set of attributes, 
tend to see problems in a similar way.  
Theories of business imitation normally fall into two broad categories:  
1. Information-based theories - where firms follow others that are perceived 
(sometimes erroneously) as having superior information. 
2. Rivalry-based theories - where firms imitate others to maintain competitive 
parity or limit rivalry (e.g. outsourcing activities to other countries). 
The diagram in the Appendix G lists the conditions behind this categorisation. In 
general, information-based motives are likely to be dominant when firms differ in 
market position, size, or resources, or when uncertainty is very high (small firms 
following larger firms). On the other hand, rivalry-based motives are likely to 
dominate when the degree of uncertainty is low and closely matched competitors 
often have similar information but strong rivalry. An example of rivalry based 
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imitation Coke and Pepsi, which have matched each other’s advertising, promotion, 
and new product moves in the soft drink market over many decades. 
6.2.2 Strategy – resource based perspective 
Another perspective of business strategy is the Resource-based view (RBV) which 
assumes that each organisation has a set of unique resources (tangible or intangible) 
and capabilities. RBV places the firm rather than the industry at the centre of strategy 
formulation and strategic decision-making.  Advocates of RBV are Prahalad and 
Hemal ( Prahalad, 1990, Hemal, 1989) who argued that organisations to be considered 
as ‘repositories of skills rather than portfolios of products’. 
The core base for the RBV of a firms are (Ambrosini, 2007): 
1. Resources are heterogeneous across organisations 
2. Resources are not perfectly mobile across firms 
 
According to Grant (Grant, 1991), resources are inputs into the production process – 
they are the basic units of analysis and the capabilities of a firm are what it can do as a 
result of teams of resources working together. A firm’s resources include all assets, 
capabilities, organisational processes, firm attributes, information, knowledge etc., all 
controlled by that firm, enabling it to develop and implement strategies that improve 
its efficiency and effectiveness (Daft, 1983). Amit (Amit, 1993) defined the 
capabilities of an organisation as “information-based, tangible or intangible processes 
that are firm-specific and are developed over time through complex interactions 
among the firm’s resources”. 
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A firm is said to have a ‘competitive advantage’ when it is implementing a value 
creating strategy not simultaneously being implemented by any current or potential 
competitors. A firm is said to have a ‘sustained competitive advantage’ when it is 
implementing a value creating strategy not simultaneously being implemented by any 
current or potential competitors and when these other firms unable to duplicate the 
benefits of this strategy. Another definition for sustained competitive advantage is 
simply a competitive advantage that lasts for a long period (Jacobsen, 1988; Porter, 
1985). 
This framework (Figure 6.4) suggests that firms obtain sustained competitive 
advantages by implementing strategies that exploit their internal strengths, through 
responding to environmental opportunities, while neutralising external threats and 
avoiding internal weaknesses.  
 
(Source :  Barney, 1991) 
Figure 6.4: The relationship between SWOT analysis, RBV model and models of 
industry attractiveness  
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Figure 6.5 below shows how a firm can develop additional resources & capabilities 
(Stage5) in order to diversify a new market. The resource gaps arising from the new 
market need to be identified and filled, which process can continue as a cyclic 
process. The new resource / capability added will therefore eventually become the 
part of the firm’s core competence. 
Some of the 3-UK resources include CDMA (Code Division Multiple Access) 
technology, its international presence, its conglomerate parent company and that it has 
been the first to introduce 3G network to the UK and Ireland. However, RBV does not 
automatically propose that any resource in a firm can be a source of competitive 
advantage.  
 
(Source: Grant, 1991) 
Figure 6.5: A practical framework for a Resource based approach to strategy  
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Barney (Barney, 2007) proposed a VRIO (Value, Rare, Inimitable & Organisation) 
framework in order to assess whether a resource is a source of competitive advantage 
or not. According to this framework, a resource has to be of value to the organisation, 
it must be rare and inimitable, and the organisation’s other policies and procedures 
need to be in place to exploit this valuable, rare and costly-to-imitate resource, in 
order to be a source of competitive advantage. 3-UK’s resources are very valuable but 
they are not rare and are easily imitable by its competitors. Also, the mobile phone 
arena is changing so fast that substitutes are or will be present.  According to the 
VRIO framework, since 3-UK’s resources provide an average return and competitive 
parity,  3-UK should to continually try to identify the resource gaps as suggested in 
the Figure 6.5 in order to formulate a distinct strategy to stay ahead in the game. 
6.3 Competitor analysis 
UK mobile phone market is a saturated market with more than 100% per capita 
penetration rate (Ahonen, 2009). This means that an increasing part of the employed 
population already has two or more subscriptions, which leaves very little opportunity 
for easily acquiring new customers. There are 5 major players in the UK market that 
are O2 with the highest market share of  27%, Vodafone with 25%, Orange with 22%, 
T-Mobile with 15% and 3-UK being the smallest player with 8% of the market share 
(Source: Financial Times,  29th June 2009). See appendix F for more information on this. It is 
widely believed that the fierce competition between these five players diminishes 
their profit margins.  The UK mobile phone market is oligopolistic as there are 5 
major players, all of whom are similar in size with very high entry and exit conditions 
to the market and with little product differentiation.  All these 5 major players, are 
large corporations with multi-country operations and all except Vodafone have 
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foreign owners (3-UK is owned by Hutchison Wampoa, T-Mobile by Deutche 
Telecom, O2 by Telefonica of Spain and Orange by France Telecom). In one of his 
early works on strategic groups, Porter, (Porter, 1979) suggested that firms within the 
same strategic group behave similarly because “divergent strategies reduce the ability 
of the oligopolists to coordinate their actions tacitly … reducing average industry 
profitability.” In other words, firms within the same strategic group may adopt similar 
behaviour to limit competition and maintain tacit collusion. More recent work in 
strategy and economics gives similar predictions (Lieberman, 2004). 
 
According to the strategy guru, Michael Porter (Porter, 1996), “Strategy is making 
trade-offs in competing.  The essence of strategy is choosing what not to do, without 
trade-off, there would be no need for choice and thus no need for strategy.” Porter 
(Porter, 2004) suggested a framework for competitor analysis (equally useful for self-
analysis) as in the below diagram (Figure 6.6). 
  82 
 
(Source Porter, 2004) 
Figure 6.6: The components of a competitor analysis  
 
Institution theory and the Resource-based theory of the firm represent two 
explanations of how organisations adapt to institutional change.  The diagram above 
(Figure 6.6) encapsulates both these theories in order to formulate a sustainable 
strategy. The RBV of a firm depicts that firm as heterogeneous bundles of 
idiosyncratic, hard-to-imitate resources and capabilities (Barney 1991). Rosso (Rosso, 
2002) argued that an organisation’s competitive advantage is partly rooted in its 
ability to manage the demands of its institutional context as it makes decisions about 
resources. At the same time, institutional theory is concerned with the institutional 
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pressures an organisation faces in its environments, both from the existence of other 
organisations and from the pressures of being an organisation in itself.  
Examining the available evidence, 3-UK seems to be following what the market 
leaders are doing and the recommendation of this report is that they formulate a 
differentiation strategy. Being different, a firm benefits because it faces less 
competition although there may be tension between conformity and differentiation. 
As Porter said (Porter, 1996), “Competitive strategy is about being different. It means 
deliberately choosing a different set of activities to deliver a unique mix of value.”  
He also stressed that the essence of strategy is choosing to perform activities 
differently than rivals do. Also, it is recommended that 3-UK to invest some effort on 
Corporate Entrepreneurship in order to evolve indigenous ideas/resources/capabilities 
to stay ahead in the competition. 
In environments where change is fairly incremental such as the UK mobile phone 
market, imitation can defuse rivalry and reduce risk for any given firm. Knowledge 
that rivals will respond in a similar fashion will diminish the incentive for any 
individual firm to act aggressively in an effort to gain competitive advantage 
(Lieberman, 2004). This can be seen when comparing the price plans of the mobile 
phone operators in the UK - everyone has a very similar tariffs, plans and product 
range. Imitation can be used to mitigate rivalry in an industry when firms exist with 
comparable resources and market positions. To alleviate this situation, firms can 
pursue either differentiation or homogeneous strategies (Baum, 1997). Firms which 
differentiate their resources and market position from those of competitors become 
insulated from the actions of rivals. This reduces the likelihood of imitation and leads 
to higher profits, if the differentiated position proves sufficiently attractive. Pursuing a 
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differentiation strategy is, however, often difficult and risky. Thus, firms often choose 
to pursue homogeneous strategies (risk aversion), where they match the behaviour of 
rivals in an effort to relax the competition or minimise the risk (Lieberman, 2004). 
This is a situation where we find 3-UK who seem to be very risk averse and seem to 
be very closely following the other market leaders in the UK. The resource-based 
view of the firm provides a conceptual framework for assessing strengths and 
weaknesses and facilitates strengths or weaknesses to be examined in terms of criteria 
for establishing sustainable competitive advantage. 
6.4 Transaction cost economics 
The main idea of transaction cost theory (Williamson, 1975) is that firms choose 
between purchasing certain operations from (or outsourcing them to) suppliers and 
internalising those activities, depending on which one of the two approaches would 
result in a lower cost; in brief, pursuing, pursing the most economically efficient way 
to conduct operations. 
Transaction costs include the time and effort spent on searching for information, the 
costs of negotiation and establishment of the transaction, the costs of production and 
inventory management, etc. The transaction cost economics well explain the structural 
evolution from value chain to value network in some industries (Verkasalo,2008). The 
Internet helps reduce the costs of economic transactions. It propels intricate value 
networks, in which firms dedicate themselves to certain segments and “integration of 
separate activities inside one organisation becomes economically suboptimal” 
(Verkasalo,2008), to replace simple value chains. It is this kind of progression toward 
value network which is taking place in the present mobile internet industry. 
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Diversification implies that a company is involved in two or more different 
businesses.  3-UK currently being a mobile phone service provider, is diversifying its 
business into the mobile internet and associated services to existing and new customer 
base, which can be viewed as a related diversification. Chan-Olmsted et al (Chan-
Olmsted, 2001) claim that there are two approaches for expansion of  a telecom firm. 
One approach is to develop and provide new services or products independently, only 
leveraging on its own resources while the alternative approach is to cooperate and 
collaborate with other companies. The argument is that in the former approach, a firm 
enjoys a more powerful control on the network with less dependency on the other 
players. The consequences are a higher monetary cost and greater risk. In the latter 
approach, the incentives for companies to join the network are the potential benefits, 
including access to particular knowledge, sharing risks, strategic synergy and joint 
venture. A firm evaluates the transaction cost of participating in the network and then 
makes its choice whether to pursue a higher return on investment. 
6.5 Strategic alliance 
As 3-UK wants to move into the mobile internet market, it can investigate different 
options to achieve and manage this transition successfully. One such option is identify 
suitable partners and enter into strategic alliances with these who are already  
developing and providing services for mobile internet.  According to Yoshino 
(Yoshino, 1995), a strategic alliance is a “trading partnership that enhances the 
effectiveness of the competitive strategies of participating firms by providing for the 
mutually beneficial  trade of technologies, skills or product based upon them”.  The 
overall objective of a strategic alliance would be to enhance 3-UK’s competitiveness 
by adding value and also learn from its partners. Another objective would be the  
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prevention of loss of competitiveness by enabling strategic flexibility and protecting 
the core competencies of 3-UK. 
There are different types of strategic alliance between partners that 3-UK could 
choose to enter into, as can be seen in the diagram below (Figure 6.7). 
 
(Source: Yoshino, 1995) 
Figure 6.7: Typology of alliances  
 
The relative importance of the strategic objectives in each alliance will vary, and one 
must be careful to opt for the right type of alliance which would provide a productive 
and sustainable relationship for the organisation. The salient feature of these alliances 
would be that 3-UK should not have to invest time and effort on in an area / product  
which other organisations are already developing. It also makes sense to share the 
associated costs and risks of technology development. Alliances also facilitate 
learning new skills and in some instances new ways of performing tasks. 
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6.6 Mobile advertisement strategy 
The below graph (Figure 6.8) shows that text messaging is being used by the majority 
of subscribers. The use of MMS is on the rise. Part from these channels, the industry 
seems to be having major pricing, technology adoption, applications and general 
consumer adoption issues (Sharma, 2008).  Until recently browsing which is a big 
area for brand advertising, has been on the rise but usage is low in comparison to text 
messaging. New categories of mobile channels such as mobile video, podcasts, audio, 
Bluetooth and mobile search are just emerging and will take time to reach a critical 
mass for advertisers. Hence the strategy for 3-UK should be to identify the next 
emerging channel and convert it into a revenue generating stream. 
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(Source: Evan Neufeld, “M:Metrics May Briefing” May 2007) 
Figure 6.8: The reach of different mobile channels in the UK  
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One of the activities on the mobile internet that has been gathering momentum 
recently is social networking. Appendix H contains statistics on the mobile internet 
usage in UK from M:Metrics for the period ending May 2009.  
“A third of young people regularly access Facebook and Twitter via their mobile” - 
BBC News 14July 2009. 
Some other big developments/trends in the mobile internet arena are:  
o Increasing numbers of woman are being ‘hooked’ on to Social Networking 
(Nielsen, 2009) 
o Facebook has released ‘Facebook lite’ which is a cut-down version of Facebook 
for exclusively for the mobile internet. 
o Light PC internet users are 30 percent more likely than heavy PC internet users 
to access mobile internet content (comscore, February 2009) 
o The most frequently visited sites on mobile internet are: 
 
 Top 10 Mobile internet Sites Top 10 PC internet sites 
1. Mobile operator sites Google Sites 
2. Google Sites Microsoft Sites 
3. Facebook.com Yahoo! Sites 
4. Yahoo! Sites Facebook.com 
5. BBC Sites EBay 
6. Apple Inc. Sites BBC Sites 
7. Microsoft Sites AOL (inc. Bebo) 
8. Sony Online (inc. Sony Ericsson) Amazon Sites 
9. Nokia Ask Network 
10. AOL (inc. Bebo) Wikimedia Foundation Sites 
(Source: GSMA Mobile Media Metrics U.K. Feasibility Study; comScore Media Matrix) 
Table 7: Top 10 frequently visited sites  
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6.7 Strategy execution 
In the face of continuous uncertainty in the mobile phone industry, product strategists 
are constantly being challenged to decide the optimal product/service mix and release 
time. How does one work on a long-term product roadmap with the need to consider 
so many variables and with a rapidly evolving landscape? The tool of scenario 
planning has been used for a long time in many industries, involving the development 
of various scenarios and their integration into the decision making process. Similarly, 
customers need to align product availability and maturity with their own business 
roadmap to ensure that the new technology and products/services benefit, and do not 
distract, the work force. However, external scenario assessment without a realistic due 
diligence of internal competencies will provide an incomplete picture for an effective 
product strategy. Both external and internal scenarios should be designed, analysed, 
and used in the same process to give the participants a complete view of pros and cons 
of each approach and  strategic path. Scenario planning as suggested in their paper by 
S Muneer and C Sharma (Muneer, 2008) and the overall process is illustrated in the 
below diagram (Figure 6.9) 
The essence of Scenario planning is to help answer classic “What If” questions and 
explore how the realisation of any specific scenario would impact the product/service 
strategy, thus providing a comprehensive set of options as to what could be done to 
ensure a favourable outcome. Although scenario planning as a business strategy tool 
for organisational decision making has been in existence for a number of years, its use 
was first brought into corporate world by researchers at Shell in order to anticipate 
changes in the world and business landscapes (Muneer, 2008). 
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(Source: Muneer, 2008) 
Figure 6.9: Scenario planning process  
 
Scenario planning can help 3-UK better prepare for uncertainties and the changing 
landscape of markets and tough competition. In the mobile phone market, the 
convergence of different media namely the mobile internet, IM, mobile TV and online 
Advertisement are creating an unprecedented level of friction, introspection, fear, and 
opportunities (FIFO); and, if 3-UK is  not prepared to deal with the evolving 
marketplace, it will inevitably to lose market share and miss up and coming revenue 
opportunities on the horizon. It is not that companies do not see these changes 
coming, but they tend to not have analysed the impact of such scenarios on their 
operations and consequently fail to develop effective strategies to deal with such 
changes. 
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Chapter 7 Conclusions 
7.1 Summary 
 “It is quite apparent that the mobile industry is going through a significant transition 
from voice to data, from making calls to getting lost in applications and from voice 
communications to multimedia communications.” Chetan Sharma , July 2009 
Recent times have been clearly a very exciting time for the mobile industry. Growth has 
been promising and the industry’s resilience during the economic downturn has been a 
model for other industries, and this gives rise to future promises for entrepreneurs. The 
growing network capacity and increasing popularity of smartphones provide the 
broadest technical platform for the mobile internet market to flourish in the near 
future. Not only does the mobile internet give rise to numerous opportunities for new 
services as described in chapter 4, but it is also likely to influence the structure of the 
whole telecommunication industry itself. 
As Ahonen (Ahonen, 2008) once suggested, since the beginning of the 21st  century  
different digital technologies and their associated industries have tended to converge 
as shown in the diagram below (Figure 7.1).  Each industry has something to offer 
and something to learn. This convergence is a healthy opportunity for collaboration 
and innovation. The mobile internet is a major step forward in making this digital 
convergence a reality.  
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(Source: Ahonen, 2008) 
Figure 7.1: Digital convergence  
 
It is quite apparent from this study that the current business models and pricing schemes 
are inadequate to maintain the current levels of profitability and to reflect the direction 
that the mobile phone industry is currently moving. So, new business models are needed 
which are based more on the value to the end customer and to the mobile phone 
ecosystem. In fact, it would be wise to analyse the business models prior to any 
technology investments. Some business models were discussed in Chapter 5 of this 
report. The three revenue models discussed in this report are namely advertising, 
subscription and transaction and it is generally observed that the advertising model 
outperforms its two other counterparts. Also, four types of advertising models 
discussed in this report are: two-sided market, double two-sided market, three-sided 
market and hybrid model. The next step was the construction of a value network 
framework for different mobile internet services. In the framework, all the values 
Banking (credit 
cards 1.5 billion 
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flowing between different actors are categorised into three groups: Services & goods, 
Monetary benefits and Intangible benefits. All the value exchanges are visualised to 
reflect exchange flows between actors participating in a business model. It is to be 
noted that only the major players in each service provision are plotted in the 
framework in order to provide a high-level evaluation. 
The business strategy of 3-UK was analysed predominantly from three different 
perspectives: a Resource Based View of the firm and Institutional and Transaction 
Cost Economics perspectives.  A competitor analysis was also carried out. This 
highlighted the necessity of entering into strategic alliances with partners in 
developing and providing mobile internet services. 
Hence, the recommendations to 3-UK are: 
 The mobile internet is the next big logical leap forward for the mobile industry 
and it requires quick response. 
 
 The study highlighted a great deal similarity in the services being offered within 
the UK mobile market and thus it is advised to adopt a differentiation strategy – 
differentiate itself on the products and services being offered  to be distinct in the 
market place. 
 
These are some of the services identified during this study that can attract new 
customers. 
 
 Consider ‘Super Stable’ (See Appendix B) style multiplayer online game to 
capitalise on UK population’s craze on Football and Rugby. 
 
 Highly customisable news based services can be considered for premium price as 
mobile phone users are willing to pay for it unlike pc based internet users. Also 
mobile users prefer to have short videos / snippets of information rather than a full 
length program. 
 
 Focus on female segment especially in relation to the emergence of Social 
Networking. 
 
 Explore the ‘Long tail’ concept of music and video in the UK. 
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The long term approach can include: 
 
 There is a paradigm shift in the advertisement arena towards mobile online 
advertisements which needs to be exploited in order to generate better revenues. 
 
 Explore options for strategic alliances as suggested in section 6.5 after identifying 
suitable partners in order to develop and provide mobile internet services. 
 
 Use scenario planning or similar techniques in the decision making process of 
introducing a new service to the market. 
 
 The long term strategy needs to be focused towards the digital conversion 
mentioned earlier in this chapter. 
 
7.2 Project review 
This project has accomplished all objectives set out in Chapter 2.  This was a great 
journey into the world of mobile internet which turned out to be more complicated 
and broader than I originally envisaged.  As this is rapidly developing, there is much 
information from different sources and one must be very careful not to take the 
information on their face value. The support from 3-UK was not up to my expectation 
and information flow from them was particularly slow. Apart from that this was a 
very satisfying and enriching experience. 
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Glossary                  
2D Two dimensional 
2G Second generation (current digital) mobile telephony 
3G Third generation (“next Generation”) mobile telephony. 
4G Fourth generation mobile telephony, also known as the 
“System beyond IMT 2000” currently is being standardised 
with first commercial 4G standard-compliant networks 
expected to be launched in 2012. 
Ad Advertisement 
API Application Programming Interface 
Appstore Application Store 
ARPU Average Revenue Per user 
ATSC Advanced Television Committee 
B Billion 
B2B Business to Business 
BBC British Broadcasting Corporation 
Blog A blog (an abbreviation of the term "web log") is a type of 
website, usually maintained by an individual with regular 
entries of commentary, descriptions of events, or other 
material such as graphics or video. 
CDMA Code Division Multiple Access ( a 2G mobile telecom 
standard) 
CEO Chief Executive Officer 
CNN Cable News Network 
CRM Customer Relationship Management 
e-commerce Electronic Commerce 
ERP Enterprise Resource Planning 
EU European Union 
EU5 The EU5 is constituted by some of the largest mobile phone 
markets in Europe i.e. France, Germany, Italy, Spain and the 
United Kingdom. 
GPS Global Positioning System 
HWL Hutchison Wampoa Limited 
IM Instant Messaging 
IMS IP Multimedia Subsystem 
ISP Internet Service Provider 
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OFCOM Office of Communications – UK Communication regulator 
accountable to parliment 
M Million 
MIDI Musical Instrument Digital Interface 
MMOG Massively Multiplayer Online Gaming 
MO Mobile Operator 
MSN Microsoft Network 
MVNO Mobile Virtual Network Operator 
MTV Music TV 
NFC Near Field Communication 
LBS Location-based service 
PC Personal Computer 
PDA Personal Digital Assistant 
PND Personal Navigation Device 
WCDMA Wideband Code Division Multiple Access ( a 3G mobile 
telecom standard) 
SFA Sales Force Analyser 
SMS Short Messaging Service (also known as Text messaging) 
TV Television 
UGC User generated Content 
UK United Kingdom 
US United States of America 
VAS Value Added Services 
WAP Wireless Application Protocol 
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Useful Websites and Blogs 
Below is a list of links to some of the websites and blogs that were referred for this 
project. Not all were equally useful, but majority were very informative and was 
helpful to a great extend to this project.  
7th Mass Media blog (Tomi T Ahonen) - http://www.themassmedia.com 
AORTA Always On real Time Access (Chetan Sharma) - 
http://www.chetansharma.com/blog 
Bnet  - http://www.bnet.co.uk 
Gigaom (Om Malik) - http://www.gigaom.com 
Colin’s Corner (Colin Crawford) - http://www.colincrawford.typepad.com 
Communities Dominate Blogsite ( Tomi T Ahonen and Alan Moore) - 
http://www.communities-dominate.com 
Faster Future (David Cashman) - http://www.fasterfuture.blogspot.com 
Fjord (company website) - http://www.fjord.com 
Forum Oxford - http://www.forumoxford.com 
Juniper research - http://www.juniperresearch.com 
M Search Groove (Peggy Ann Salz) - http://www.msearchgroove.com 
M-Trends (Rudy de Waele) - http://www.m-trends.com 
Mob Happy (Russell Buckley and Carlo Longino) - http://www.mobhappy.com 
Mobile Crunch (Oliver Starr) - http://www.mobilecrunch.com 
Mobile data Association http://www.themda.org.com 
Mobile Marketer - http://www.mobilemarketer.com 
Mobile Monday Global site - http://www.mobilemonday.net 
Mocom2020 -  http://www.mocom2020.com 
Moconews (James Pearce) - http://www.moconews.net 
Open Gardens (Ajit Jaokar) - http://www.opengardensblog.futuretext.com 
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Paid content The economies of content - http://www.paidcontent.org or 
http://www.paidcontent.co.uk/ 
Research in Mobile - http://www.mobilevce.com 
Ribbit - http://www.ribbit.com 
Scobleizer (Robert Scoble) - http://www.scobleizer.com 
SMLXL (company website) - http://www.smlxtralarge.com 
Smart Mobs (Howard Rheingold) - http://www.smartmobs.com 
Technokitten (Helen Keegen) - http://www.technokitten.blogspot.com 
Textually (Emily Turrettini) - http://www.textually.org 
Tomi T Ahonen ( company website) - http://www.tomitahonen.com 
W3 consortium - http://www.w3.org 
Wireless Watch Japan (Daniel scuka and Lars Cosh-Ishii) - 
http://www.wirelesswatch.jp 
Wireless Wanders (Paul Golding) - http://www.blog.wirelesswanders.com 
Xellular Identity (Xen Mendelsohn) - http://www.xellular.net 
Xtract (company website) - http://www.xtract.com 
ZD Net - http://www.zdnet.com 
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Appendix A – Internet advertisement usage statistics 
Source (Lehman Brothers, 2008) 
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Appendix B –  Case study of Super Stable from Hong Kong 
The national sport of Hong Kong is horse racing. For many local residents the dream 
of success is to one day own a real race horse. Hong Kong is even the venue for the 
competitive horse riding events of 2008 Olympics held in China. The people of Hong 
Kong are also keen gamblers. 
So in 2003, one of the local mobile operators New World Mobility launched a 
multiplayer mobile phone game to capitalise on the horse racing mad population and 
their willingness to gamble. The game is called Super Stable. 
Similar to the Tamagotchi, starting point for any gamer is to join the game with a 
baby horse, distributed (with its pedigree heritage information) on a SIM card, which 
is typical of all GSM network. The SIM card will hold the virtual “DNA” for the baby 
horse, and then act as the gaming identity for the new horse and its owner. 
Much like the Tamagotchi, now the new horse owner has to start to train and groom 
the horse for racing. There are decisions on, which (virtual) horse feeds o give to the 
horse to eat, and when to take eat to training, which jockeys and trainers to hire, etc. 
All of these costs and the payments are handled via the mobile phone network’s 
billing system. Just like premium SMS votes for American idol, or buying cloths for 
your avatar in Cyworld or virtual red roses in Flirtomatic, you can buy virtual services 
to your super stable horse. 
Then what happens? Once the horse is old enough and ready, you enter your horse in 
a context against other virtual horses, of course. Theses are broadcast, live on radio 
(just like real horse races in Hong Kong) and yes, you can bet on the races, and you 
can even breed your horses with other virtual horses to create virtual off spring. The 
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game became so popular it soon spread to other neighbouring regions, with Super 
stable gamers in Macau, Taiwan and Shanghai. The game then added the ability to 
have virtual horse racers across international boundaries. 
These video gamers are not teenagers. These gamers are adult, who are passionate 
about horses, but cannot afford owning a real horse. Through super stable these 
owners get many of the benefits of owning a real horse at only tiny fraction of the 
cost. 
Meanwhile the game developers and network operators collect all kinds of service 
fees from special horse feeds, grooming, training etc. Services they offer to the 
gamers, always of course at a fee. Super stable has become so popular that its users 
spend more on their mobile phone than heavy business users in Hong Kong spend on 
regular voice and messaging. 
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Appendix C – More examples of Value Network models 
These examples are taken from (Hanbo 2008). 
1. Value Network model of Nokia Maps A 
 
There are three potential sources of revenue for Nokia’s location based services apart 
from basic navigation. It could serve as an advertising channel as Google Maps or 
charge referral fees from businesses which connect to Nokia users through the handset 
vendor. Another possibility is to sell premium contents (e.g. GPS waypoint 
coordinates, point of interest location information) to Maps users. Nokia steers its 
Maps users to its partner merchants. In exchange, the handset giant takes a portion of 
the eventual revenue sales but it could also be a flat fee. 
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2. Value Network model of Nokia Maps B 
 
This is an alternative to the earlier model. Drawing on the information about users’ 
physical location, Nokia makes location-based advertisements possible which could 
target more precisely on customers. 
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3. Value Network model of Nokia Search 
 
This diagram illustrates the value network of Web & Image Search. Nokia provides 
users with mobile access to its search partners. It acts as an additional distribution 
channel for these search engines. Local Search, which is part of Nokia’s location 
based services, shares the same business logic as Maps. 
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4. Value Network model of Lifeblog 
 
This diagram shows the ways Lifeblog generates revenue for Nokia. On one hand, it 
is a blog service itself which empowers Nokia to sell ad places to advertisers. On the 
other hand, Lifeblog provides additional access to other blog providers, which opens 
up revenue sharing possibility. 
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5. Value Network model of Channels 
 
6. Value Network model of Google Mail 
 
Google sells ad places (AdSense) apart from  users’ email addresses to advertisers. 
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7. Value Network model of TomTom 
 
Unlike other navigation tools ( Navicore and Navigation of Nokia Maps), TomTom 
only charges users fees for the initial purchase of the software and map data. Unless 
users choose one of the premium services like real-time traffic and weather 
information, no additional bill will be sent to them. 
8. Value Network model of Nokia Photo Print 
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End users pay for Nokia Photo Print service on the basis of the number of prints 
ordered. Logistics can be outsourced to different local delivery companies depending 
on the region. 
9. Value Network model of Music Store 
 
 
Consumers have the choice to purchase music either by tracks or by album. The way 
Nokia addresses copy right issue with labels varies from case to case and is not 
unveiled in certain cases. It could be revenue sharing according to the amount of 
music having been sold or a license fee for each Nokia phone shipped.  
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Appendix D – Value Network Models for Advertisement – two other 
variants 
 
Source: (Hanbo, 2008) 
Figure: Second value network of two-sided market advertising 
In the second variant model, platform providers also offer subsidisation to side A, 
which are typically customers of both platform providers and side B. Here, platform 
providers pursue loyalty (i.e. stickiness) from side A instead of attention. On the other 
hand, they sell to side B at premium prices because they help side B make their 
products or services more appealing to side A. It is a classical example how Acrobat 
prices PDF reader and writer. Video game consoles like Xbox and Playstation typify 
this model as well.  
 
Source: (Hanbo, 2008) 
Figure: Third value network of two-sided market advertising 
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The third variant represents cases where platform providers subsidise side B which 
directly or indirectly serves side A as customers via the platforms. Products of side B 
add value to the platform. The additional money side A pays makes up for the 
subsidisation to side B. Windows operating system from Microsoft embodies this 
model. Development tools are offered at very low prices in order to motivate 
developers to work out more applications for the platform.  
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Appendix E – A real world example for best practices in mobile 
internet 
 (Source:  Best practices in Mobile Internet - From a publisher perspective by Kodel 
on http://www.slideshare.net/kodel/best-practices-in-mobile-internet-presentation )  
 
1. Learn from the professionals: Google 
 Mobile website as entry point 
 Mobile app to create stickiness 
 No click-and-wait 
 Simple user interface 
 
 
 
 
Mobile website as entry point Mobile app to create stickiness 
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2. Learn for the publishers: De Standaard ( Belgian Newspaper) 
 Mobile website made more attractive 
 Mobile relevant content 
 Dynamic  links for stickiness 
 
 
No click-and-wait 
Simple user interface 
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Mobile website made more attractive Mobile relevant content 
Dynamic  links for stickiness 
  123 
3. Learn from the broadcasters: VT4 (Belgain TV channel) 
 
4. Learn from the magazines: Flair 
 
 
 
Distribute by SMS 
Create brand identity Install on phone Mix content with adds Focus on premium content 
Install on phone Works on “normal” phones 
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Widgets in 
own 
Widgets in 
facebook, 
Widgets 
created by 
Enrich content Personalised website Distribution the Web 2.0 way 
Mobile 
application 
Mobile 
Fixed 
website 
  Lead generation Plug in (in-situ preview) 
News Polls Advertising Lifestyle 
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Advantages of a widget solution 
• Monetisation through in-app advertisement 
• Gradual adoption path: web -> mobile -> app 
• Multiple distribution of same content 
• User generated content becomes possible 
• Ultimate personalisation becomes possible 
Innovate by combining : 
• mobile website 
• mobile application 
• widget approach 
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Appendix F – UK mobile market data  
The below graphs present some of the UK mobile phone operator statistics (Source: 
Financial Times, Tuesday June 30 2009). 
Market share by service revenue Q1 2009 (%)
25.3
27.2
21.9
14.5
8.4
2.7
Vodafone
O2
Orange
T-Mobile
3-UK
Virgin
 
Market share bu subscribers Q1 2009 (%)
16.1
7.1 5.3
24.7
25.820.9
Vodafone
O2
Orange
T-Mobile
3-UK
Virgin
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Appendix G – Information and Rivalry based Imitation 
 
Figure: Conditions to distinguish between information-based and rivalry-based 
imitation. 
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Appendix H – Mobile internet usage statistics for UK 
The statistics below are from Comscore benchmark report for  3 months average 
ending May 2009 for the UK market.  
ComScore delivers the empirical data needed to understand online competition, 
emulate the best practices of industry leaders, and better target marketing messages, 
partnerships, ad placement, and member loyalty programs. ComScore is a global 
leader in measuring the digital world and the preferred source of digital marketing 
intelligence. Industry leaders turn to ComScore for insight into the behaviours and 
attitudes of digital media consumers in order to design more powerful sales and 
marketing strategies. ComScore maintains massive proprietary databases that provide 
a continuous, real-time measurement of the myriad of ways in which consumers use 
the PC and mobile Internet. Mobile Measurement (m:metrics) provides a 
comprehensive understanding of mobile phone owner characteristics and behaviour. It 
also connects mobile consumer behaviour, content merchandising, and device 
capabilities to provide the most comprehensive, trusted mobile market intelligence in 
the industry. 
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Appendix I – Growth of Social Networking usage for UK 
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Appendix J – Wireless data ARPU of major global carriers 
This is for the year 2008 (Source: Chetan Sharma Consulting, 2009). 
 
